


THIS MONTH’S COVER: SAN ANTONIO 


After the Civil War San Antonio, Texas, was to develop rapidly, but when the cover 
view was painted in the middle of the last century it was still much as it had been for 
more than a hundred years—sparsely settled, a tiny fragment of Spain.... As San Antonio 
de los Llatios it had been founded in 1718 by Don Martin de Alarcon and Father Antonio 
Olivares and in 1730 was augmented by fifteen families from the Canary Islands. As it 
grew it became an important Spanish, then Mexican, military post. ... Between 1690 and 
1791 Franciscan monks built in Texas twenty or more missions for the double purpose of 
converting the Indians and holding the territory for Spain. One of the five still standing 
is the Alamo, in the very heart of the present city. In that chapel during the war for 
Texan independence in 1836 a small band of 180 revolutionists were besieged by Mext- 
cans for ten days and finally massacred. The revolution was successful nonetheless, and 
from 1836 to 1845 San Antonio was under a third flag, that of the Texas Republic. The 
fourth flag was the stars and stripes; a temporary fifth, the stars and bars.... This print 
appears through the courtesy of the San Antonio Chamber of Commerce. ...In more 
recent years San Antonio has prospered as a market for the cotton, fruit, and cattle 
of the fertile country which surrounds it. Today its population ts more than 230,000. 
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™ the February, 1938, 
number of Dun’s 
Review there appeared 
an article by Professor 
Colston E. Warne of 
Amherst College entitled 
“The Consumer Revolt 


JOHN BENSON 


President, American Association 
of Advertising Agencies 


In this reply to “The Consumer Revolt Against 
Business” a man close to the thinking of advertising 
agencies points out some of the other questions to be 
considered in a discussion of the subject. This is one 
of a series of articles on topics of unusual significance 
to business, in which are presented opinions of men 
whose diverse backgrounds and points of view have 


yet it needs the scholar’s 
analysis. 

Whether Professor 
Warne professes to speak 
for University educators 
or for consumers, we be- 
lieve that his statements 








Against Business.” In 
that article the writer 
sweepingly condemned business and its promotion 
through advertising. 

Does this article fairly show the University mind 
about business and advertising? We doubt it. It does 
not seem to show the stamp of a philosophic or im- 
partial mind. 

How University scholars feel about business is im- 
portant to business men. For centuries clear thinking 
was kept alive by the schools. Great results have come 
from pure research and theoretical analysis, which 
have developed both practical services and important 
products. Business itself must be constructive and 








created decided, and often conflicting, convictions. 


present fallacies which 
are dangerous in their ef- 
fect on national income. We shall cite only a few 
of them. 

First, the title, “The Consumer Revolt Against Busi- 
ness.” If there were such a revolt it would mean an 
attack by the consumers upon the sources of their own 
incomes. Business is the act of getting producers and 
consumers together for mutual advantage and is the 
source of incomes. There may be a revolt, not against 
business, but against the froth and suds of some in- 
dividual businesses which seek for unearned and un- 
deserved support from consumers. We sympathize 
with that revolt. 
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Second, Professor Warne 
scoffs at the “lullabies and bed- 
time stories of advertising 
agencies.” Here he hits the 
tendency of the copy-writer to 
make things seem too simple 
and easy for the reader, the 
historic tendency of one who 
cries his wares to make them 
extra attractive and to seem 
extra easy to use. This may be 
a wholesome influence if it is 
exerted for good products and 
helps check the dangerous 
tendency of too many people 
to keep their money out of cir- 
culation. Smoothing the way 
to easy buying is essential to 
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of making advertising produce 
sales, an exigency which the 
side-line critic can all too easily 
ignore. 

Advertising must meet the 
needs of trade. The agencies 
must know from practical ex- 
perience what will stimulate 
the desires of the consumers 
and cause them to buy. 

When they use simple, vivid, 
or emotional appeal it is be- 
cause experience shows that it 
brings results. For example, 
the strip style of copy, imita- 
tive of the “comics,” has been 
proven to be more productive 
of sales than mere specifica- 


get the volume of trade we 
must have or go broke as an 
industrial nation. 

The advertising agencies are 
not merely “bidding us to be 
tranquil.” The fact is quite 
the opposite. They are con- 
stantly making people dissatis- 
fied with what they have and 
eager for better things. The 
advertising writer’s job is to 
breed discontent with poor 


John Benson entered the advertising agency business 


in 1906, when he became a partner of William D. 
McJunkin, in Chicago. After three years he withdrew 


to form the firm which eventually became Benson, 
Gamble, Johnson & Read, continuing until 1929. 


During his agency experience Mr. Benson was active 
in the affairs of the American Association of Advertising 
Agencies. In 1923 he served as president and for many 
years was a member of its executive board. Then in 
1927 the AAAA adopted a policy of electing a paid 
president with full-time duties for a four-year term, and 
he was elected the first president under this régime. In 
1932, and again in 1936, he was re-elected to the office. 


Three interests with which Mr. Benson has especially 
concerned himself in his long service with the Associa- 
tion have been co-operative research, reliable copy appeal, 
and sound financial standards. The last he has pursued 
as chairman of the AAAA’s finance committee. 


tions of quality and price in a 
factual statement. 

Most people are not analyti- 
cal. They act more from im- 
pulse and impulse comes from 
vivid impressions. They are 
far more interested in what a 
product promises to do for 
their profit or pleasure than in 
how it is made. If the writer 
of an advertisement shows 
them such hopes, not incon- 
sistent with facts, then the 


products and to urge the use 
of better ones. 

The more alert consumers become to their own best 
interests, the more eager they are to know how to im- 
prove their condition. Without that desire, adver- 
tising would fail. Advertising is the suggestion in 
definite form to do something about that desire and 
do it at once. Advertising may and sometimes does 
overplay its inducements and attractive offerings. 
That is true of most human activities which use high 
energies of persuasion. 


Advertising, with its admitted faults and all the 
faults which some of its extreme proponents may try 
to gloss over, is the one positive force or the one prac- 
tical stimulus which can be operated quickly and 
steadily to keep in action the income flow from pro- 
duction and exchange. We already know that the 
volume of that flow is not enough. That is where the 
most of our troubles lie. 

The immense motive power given by advertising to 
the flow of goods is the very life blood of much pro- 
duction and income producing employment. 

In all this the agencies have the practical problem 


process of individual choice is 
presented a definite goal and sales may follow quickly. 
If advertising agencies ignore this process they are 
impractical and lose out. 

If anybody could persuade the majority of con- 
sumers to buy abundantly from specifications only, it 
might be a grand thing. It would facilitate the copy- 
writer’s job as it would set a “specification” style for 
most all copy and we should have a new vogue of 
factual appeal. There is much of specification in copy 
already, facts about ingredients, durability, how to use, 
and there will be a lot more space given to specifica- 
tions when consumers demand it or show more active 
response to it, but there will always be a need for 
emotional appeal. 


Third, “business has denied most of us the means for 
sustained attainment.” ‘This is a deadly accusation. 
The opposite is true. Business has developed the 
means of attainment. In fact, business is and has been 
man’s only successful method of providing sustained 
attainment. Trade activity is indispensible to pros- 
perity. If one understands business, big or little, he 
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knows that its crucial problem is to find how to give 
the consumer more for her money, pay labor more 
for its work, insure stockholders a fair rate for the hire 
of their money and keep on doing it. It has taken 
business men many years to learn this as clearly as 
they know it now. What do we care whether this 
understanding has come from benevolence, from more 
enlightened selfishness or from hard knocks, so long 
as we have learned it? High prices, low wages, re- 
stricted output are all deadly to business in the 
long run. 


Consumer-Education and Producer-Education 


The national advertiser and the advertising agency 
which serves him know that they must learn from the 
consumer if they wish to win as business factors. They 
must meet the need for a more abundant scale of liv- 
ing which is a step toward Setter living. Increase in 
volume of goods made and distributed is essential to 
more abundant living and offers physical chances for 
better living. 

They must allay the suspicion that sales promotion 
and advertising is sure to retard the evolution toward 
better living. Honest discussion is valuable. It is hard 
to thresh out differences of opinion when the declared 
assumption of one side is that the motives of the other 
side are sinister or unfair. To be useful to the world, 
consumer education must not be conducted in a class- 
room filled with bias or resentment. We should not 
belittle the facts that we can distribute only the wealth 
which we produce and that to distribute money in- 
come without work to earn it, merely impairs money’s 
buying power. Everything which retards the produc- 
tion of goods lowers the purchasing power of the 
people whatever their money income may be. 


Fourth, Professor Warne’s article says, “No eco- 
nomic system having conjured up the potentiality of 
a satisfactory life for the nation can justify its con- 
tinued existence if it fails to furnish its production 
workers with incomes which allow them to possess 
the goods they are collectively able to produce.” 

Business activity has “conjured up the potentiality 
of a satisfactory life” by bringing about the attractive 
physical beginnings of a satisfactory life, by demon- 
strating that it can be had if our efforts are vigorous 
and sustained. Shall we kill the producer of the vision 
and of the goods which make the vision real? No 
system can or does furnish incomes. 
only make them possible to both capital and labor as 
both shall work on the job. Something for nothing 
will never do it. That vision can be made real only 
by expanding business, not by dividing what is not 
produced. 
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Does Professor Warne, at least by implication, say 
that his own program as an educator is to advise us to 
discard the existing means of distribution? Let us 
have a look at the program of the national advertiser, 
the owners of publications and other advertising me- 
dia, and the advertising agency. These national factors 
have much to learn and at least a little something to 
teach. They are at work on a program of learning 
and teaching. They know that both their learning 
and their teaching must be frank and true to be valu- 
able to anyone. Are they equipped for public teach- 
ing? Their habit has been to practice rather than to 
teach. Their training has been factual. They have 
had to know how to do things effectively or else go 
broke. They can tell many cogent and vital things 
which are not yet in books and which may fail to reach 
the classroom or the debating forum, the things which 
really happen when men work hard at production 
and distribution. 


We know how hard the advertiser works to hold his 
own or to gain a little in a tough period. He does it 
most effectively by improving his product, lowering 
his costs, stimulating trade with advertising, giving 
his customers the most for their money that he can. 
Woe to him if he fails in this last respect. 

Then, if really the advertiser acts from motives as 
worthy as those, why does he talk as he does in his 
advertisements? Why does he leave himself open to 
the attacks of the kinds of consumer-educators who 
demand that he use only exact specifications and deny 
his moral right to use lure or to urge? 

It is because the consumer herself told him to adver- 
tise the way he does. She has told him both through 
his research and copy-testing and through her response. 
That is why his advertisements are as they are. Any 
change in the way the consumer reacts to advertising 
will always be followed quickly by changes in the 
styles of copy. 

Meanwhile, we read of “economic frauds,” “bung- 
ling market ineffectiveness,” the kind of loose epithet 
talk which lumps all business together in sweeping 
accusations. Of what real use to anyone are these 
accusations? Are they not destructive rather than 
constructive? They seem designed only to tear down. 
What can they build except wide distrust of all com- 
mercial effort? Surely our troubled times need clean 
and wholesome building, rather than wholesale ac- 
cusation. 

Why be negative in a world already over-filled with 
negative thinking? Why not help the sound dis- 
tributive forces into the greater distribution we need? 
Criticism may be a valuable aid to building effort when 
it is specific and judicial and also constructive. 
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THE PERSONNEL OF OUR NATIONAL 
ECONOMIC JURY 


EDWIN B. GEORGE 


Economist 
Dun & BrapstrREET, INc. 


HE workings of the American business system are to 

be examined microscopically by the new “Temporary 
National Economic Committee.” On that committee sit 
twelve good men and true, aided and co-ordinated by an 
executive secretary. Many of them speak with the deep 
voice of assurance in the political and administrative coun- 
cil of the nation; all have achieved eminence in their re- 
spective fields. It is our Blue Ribbon Economic Jury, cast 
by the times to distinguish in a preparatory way the good 
and bad performances of our topsy-type model of com- 
petitive enterprise. 

Its judicial qualities are affirmed by repeated assurances 
that its inquiries are to be strictly objective, that both “witch 
burning” and “whitewashing” are out, that the country’s 
outstanding need is recognized to be for facts and analysis 
rather than for the chanting of ancient creeds or the build- 
ing of personal reputations. Of course, there will be, and 
should be, wide differences of opinion as to the significance 
and meaning of any particular set of facts. These are not 
new problems and no person interested in national prob- 
lems can be expected to start with a blank and empty mind. 
The important requirement is that it be “open.” 





Furthermore, this is a project beginning in 1938. Our 
economic system is constantly in process of evolution at a 
rate unknown to the biological experts in change and mu- 
tation. New and up-to-date evidence is required. The 
new Committee has power to follow the threads where it 
will. Each member of it will of a certainty know more 
about American business than he ever knew before. Each 
then will have the obligation to adjust his favorite notions 
to the new facts, and so will the country. Intellectual 
flexibility will in its turn go on trial, with history taking 
over the jury duty. 

Only wooden soldiers can be arrayed in such fixed battle 
lines as the catchwords “strangling monopoly” and “un- 
trammeled efficiency” suggest. It is enough to realize that, 
before now, committeemen have come out with diametri- 


cally opposed conclusions on the same evidence. Onlookers 


may be excused for turning to the records of the members 
of this particular commission in an effort to guess at the net 
wisdom it will hand down early in 1939 and quite possibly 
over the following eighteen months to two years. 

The importance of personalities is oddly emphasized by 
the fact that in many previous investigations individuals 
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have put the stamp of their names on the work of the com- 

mittee to which they belonged. Today, we think of the 
Aldrich report, rather than the National Monetary Com- 
mission, in connection with our Federal Reserve System. 
It was the Pujo Investigating Commission that issued an 
historic document on the financial control of the nation. 
At the moment, the man on the street would be apt to 
identify the name of LaFollette with civil liberties, while 
Nye equals munitions control, and Pecora means Stock 
Exchange regulation. This seems to be a human, rather 
than a private American trait. The mind of anyone at all 
familiar with the automobile or tire industry will race back 
ten years, with an accompanying acceleration of pulse, 
when the Stevenson plan of rubber restriction is mentioned. 
Also, in England, the trigger word for their most pene- 
trating economic report is MacMillan, just as some day for 
this country the Temporary National Economic Commit- 
tee may have a personal reference. 

Not all commissions, however, surrender their identity 
to some one member. The Industrial Commission of 1904 
is still The Industrial Commission. The present inquiry 
is so far a joint enterprise, and may remain for all time 
the Temporary National Economic Committee. Never- 
theless, it is made up of leaders, almost all of whom are 
potential name-plates for the historical record, or for some 
dramatically up-surging part of it of the type that nobody 
ever plans but everyone remembers. 

The personnel of the Committee is as follows: 


SENATORS: 
Joseph C. O'Mahoney, Wyoming; Chairman 
William E. Borah, Idaho 
William H. King, Utah 
REPRESENTATIVES: 
Hatton W. Sumners, Texas; Vice-Chairman 
Edward C. Eicher, Iowa 
B. Carroll Reece, Tennessee 
EXECUTIVE DEPARTMENTS: 
Thurman W. Arnold, Assistant Attorney-General, Department of 
Justice 
William O. Douglas, Chairman, Securities and Exchange Commission 
Garland S. Ferguson, Jr., Chairman, Federal Trade Commission 
Isador Lubin, Director of Bureau of Labor Statistics, Labor Department 
Herman Oliphant, General Counsel, Treasury Department 
Richard C. Patterson, Assistant Secretary, Commerce Department 
ALTERNATES: 
Wendell Berge, Department of Justice 
Jerome N. Frank, Member Securities and Exchange Commission 
Ewin L. Davis, Member Federal Trade Commission 
Christian J. Peoples, Director of Procurement, Treasury Department 
EXECUTIVE SECRETARY: 
Leon C. Henderson 


Imposing as this list is, it is not the whole story. All of 
the members of the Committee have achieved distinction 
in their respective fields, but even their collective omnis- 
cience could hardly encompass all of the questions strewn 
nondescriptly throughout so vast a field. The man-hours 
of work that will be piled up by staffs of the responsible 
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personnel will probably put to shame the sweat-shop con- 
ditions that have provoked so much indignant legislation. 
Some of these staff workers are individuals of sufficient 
distinction so that even a conservative forecast would have 
to recognize the probability of their influence on the char- 
acter of the final product. Because staff assignments are 
still undetermined at many points, this part of the back- 
ground has not been sketched in, but attention has been 
focused on the figures in the foreground. 

A touching reafirmation of democracy is found in the 
Committee’s very makeup. Note that Mr. Borah is from 
Idaho, Mr. O'Mahoney from Wyoming (as is Assistant 
Attorney-General Arnold), and Mr. King from Utah— 
representing collectively a proud little cluster of mountain 
States. Big business tends to headquarter—actively if not 
corporately—in New York, Pennsylvania, and Illinois. 
Thus, Wyoming, Utah, and Idaho are investigating Penn- 
sylvania, Illinois, and New York. Nor is the tableau 
broken by any jarring note from the House delegation. 
Mr. Eicher is from Iowa, Mr. Reece from Tennessee, and 
Mr. Sumners from Texas. 

Quite clearly the pastoral and metalliferous worlds are 
to investigate the urban—in which historians will find 
nothing particularly new to put down in their tablets. 
This geographical coincidence, however, is probably more 
intriguing than significant. The intellectual approach of 
the Committee is more apt to be influenced by the eco- 
nomic philosophies of its several members than by geog- 
raphy. Most of these men have won respect as citizens of 
a nation, rather than of a convenient constituency. The 
pastoral monopoly to investigate industrial monopoly, in- 
sofar as the latter enters into the Committee’s program, 
has every chance of being a benevolent one. This may be 
surmised from the personal notes that follow. 


>>>>>~<~<~<~<~< 


Senator O’Manonty Is one of the Senate’s out- 
standing liberals. Born in Massachusetts, he studied at 
Columbia University and obtained his law degree from 
Georgetown. He reached his present elevation via the 
practice of law, the editorship of a newspaper, membership 
in the Democratic National Committee, and the First 
Assistant Postmaster-Generalship. He entered the Senate 
in January, 1934, via the appointment route upon the death 
of the Honorable John B. Kendrick, but soon returned in 
his own right with the blessings of the Wyoming electorate. 

He has been one of the most consistent supporters of the 
New Deal. He voted for the Securities Exchange, Hold- 
ing Company, Social Security, Guffey-Snyder Coal, and 
Wagner Labor Relations Acts, and-the Government Re- 
organization Bill. That his liberalism is his own, however, 
was dramatically attested by his bitter opposition to the 
Court Reorganization Plan. On that issue he is credited 
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SENATOR JosEPH C. O’MAHONEY 
Chairman of the Committee—Wyoming (age 53) 


with having worked for a compromise, but when com- 
promise became impossible, he leaped into the van of the 
opposition and is alleged to have written personally a sub- 
stantial part of the adverse committee report that has taken 
its place in history. 

The part of his mind that he brings to the Economic 
Investigation is not exactly a fresh page for the impassive 
reception of testimony. He has long been apprehensive 
over the threat offered by “monopoly” to his conception 
of what a free economic system ought to be. Long before 
the present investigation loomed, his anxiety had led him, 
in collaboration with Senator Borah, to introduce the so- 
called Federal Licensing Bill. This Bill deposits with the 
Federal Government some of the powers over the charters 
of corporations doing an interstate business that now rest 
exclusively with the individual States. The Bill itself is 
long and involved, but among its objectives are those of 
more carefully limiting corporate powers and of requiring 
corporate conformance to prescribed social and economic 
standards. The Government’s authority would be dis- 
cretionary in part, which is not new, but it would include 
the extraordinary power of withdrawing or withholding 
operating licenses from corporations whose style of serving 
the public interest did not meet the prescribed standards 
as administratively interpreted. Although the Senator 
argued that the licensing principle will “make unnecessary 
the creation of Commissions with discretionary power to 
control business,” the task of applying principles to facts 
in a complex world seems always to call for intelligent 
administration, which is merely discretion at its best. 

Senator O’Mahoney’s good sense and capacity for fair- 
ness is usually a matter of special comment by most of 
those who come in contact with him. He respects realities. 
While he would probably be a little too angelic to be useful 
if he did not enter upon the present task with a slight 
prejudice in favor of the O’Mahoney Bill, business men 
who have pointed out to him some of its possible weak- 


nesses in practice have come away satisfied that their ob- 
jections would be honestly weighed. 

His measured approach to the general problem of 
“monopoly” is apparent enough in his recognition that it 
is not essentially one of ethics. He said in a radio address 
last January, “We may admit that corporations are efficient, 
we may acknowledge the integrity and good faith of their 
management, but when all is said and done they are not 
private enterprises.” 

Furthermore, the Wyoming Solon has shown consider- 
able sensitivity to the charge that the inquiry will amount 
to no more than a low-grade devil hunt, and has been 
emphatic in his insistence that the truth is all that is wanted. 
His own prediction is that it will be a “careful, serious, 
objective, and constructive study of the causes which have 
brought about the concentration of economic power, the 
existence of which is now so generally recognized, but, of 
course, it must be thorough.” 
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SENATOR WILLIAM E. Bora 
Idaho (age 73) 


Tue IpAHO LION HAs done some of his most 
impressive roaring on two subjects. One of them is 
“Monopoly” spelled with a capital “M”; the other is the 
Constitution of the United States. Few men in public life 
have had a more distinguished career or are better known 
to the man on the street. After a short period of practising 
law in Kansas, he settled in Idaho. He is now beginning 
his sixth term in the Senate. For many years he served as 
Chairman of the Senate Foreign Relations Committee. 

When the average man thinks of political independence 
he is apt to think of Borah. Generally regarded as a liberal 
and having supported much of the New Deal program, 
he was nevertheless one of the outstanding opponents of 
the Court Reorganization Bill. He similarly expressed 
disapproval of the Undistributed Profits Tax to the extent 
that it threatened to throw too heavy a burden on small 


[ 10 ] 


VigE W r © 


R SGE oP a gE eves GE a I 





ts 


SSMS eae 





px) Sees teeth 


iy ehe ass 








corporations and corporations with insufficient reserves. 

Senator Borah’s denunciations of monopoly are scarcely 
less dramatic than the growth of industrial concentration 
which provoked them. He regards it as “the paramount 
issue today, indeed, the all-important issue of the past fifty 
years.” He argues that its survival “must lead to objec- 
tionable forms of regimentation and bureaucracy” for its 
effective control and that “the American people should 
not be forced to choose between these forms of slavery.” 
He has declared that power under the Constitution is ample 
to break the grip of monopoly once and for all, and that 
an adequate solution can be found in existing laws if 
properly enforced. However, he does not oppose addi- 
tional laws if the need for them is demonstrated. 

He has pointed consecutively to Oil, to Steel, to Alu- 
minum, to Agricultural Implements, to Copper, and most 
recently—stimulated by the Federal Trade Commission’s 
current inquiry—to Food, as products which people may 
have only at the sufferance of a handful of corporations 
whose prices are calculatingly fixed at the breaking-point 
between desperate human need and ability to pay. He has 
evinced vast discouragement at the possibility of lightening 
the burdens of the people as long as monopolies control 
the traffic. 

In his own inimitable fashion he has dramatized this 
conviction of futility:—“We pass the Housing Bill and 
80 per cent of the materials which go into the construc- 
tion of houses is controlled by monopolies—those who 
are struggling to keep off relief rolls are every day paying 
tribute to the great corporations—the Government passes 
a farm bill and the great czars say to themselves, ‘Now we 
can increase the price of agricultural products’—the present 
depression had its origin in the exploitation of the great 
mass of the people by a very small number of the people.” 
The quotation has been briefed, but the sentiments have 
been caught in thunder which thousands of people still hear 
when the word “monopoly” is mentioned. 

The Idaho Senator is not likely to be bothered greatly 
by the refinements troubling many of the students of 
business size. To him, possibly more than to any other 
member of the committee, the issue appears in black and 
white. However, the evidence is not yet in and the work 
isnot yet done. The Senator’s reputation for independence 
includes unpredictability, so that no vote cast in his name 
with respect to this or any other issue will have any 
validity until he says the word himself. 


>>>>><<~<<< 


BrFrorE CoMING To WaAsHINGTON, Senator King 
served in many capacities in Utah, supplementing the prac- 
tice of law with membership in the legislature. He was 
an associate judge in the Supreme Court of Utah. He first 
appeared in Washington as a member of the House in 





SENATOR WILLIAM H. KiNG 
Utah (age 74) 


1897, and has served in the Senate with distinction for 
the last twenty-two years. 

Senator King seems not to have been entirely impressed 
with the ability of the Government to cure the country’s 
ills by promiscuous substitution of its own wisdom for 
that of the natural force of events. At any rate, while 
he voted for the AAA, Securities Exchange Act, and the 
Social Security Act, he took his stand against the Guffey- 
Snyder Coal Act, the Black-Connery Wage and Hour Bill, 
and the Government Reorganization Bill. He did not 
vote on the NRA, TVA, or Holding Company Act. 
He was a member of the Senate Committee on Finance 
which reduced the House bill’s high Undistributed Profits 
Tax, and personally opposes even the principle of this tax. 
He strongly opposed extension of the NRA, before that 
issue was lifted out of Congress by the Schechter decision. 
He was against reorganization of the Judiciary (ze., in 
its most controversial aspects), and objected to Mr. 
Roosevelt’s interference in the Senate leadership fight. 
While there was no record vote on the Miller-Tydings Act, 
Senator King spoke vigorously in opposition to it. He is 
expected to urge extensive reconsideration of the Robinson- 
Patman and Miller-Tydings Laws. 

Although he has strongly denounced monopolies (and 
is sponsor of a bill to provide compulsory licenses for un- 
used patents), his position in the present investigation 
may have been foreshadowed by forthright criticism of 
the Borah-O’Mahoney Federal Licensing Bill. He op- 
posed it as providing excessive regimentation of corpora- 
tions. The following words are probably a reflection of 
his economic philosophy as well as of his attitude on a 
particular proposal: “It will tend not only to disorganize 
but to destroy corporations, and at this particular period 
in the present serious recession I can conceive of no 
measure that would be more injurious to the revival of 
business than the measure which the Senator from Wyo- 
ming is now advocating.” 
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REPRESENTATIVE SUMNERS BEGAN HIs practice of 
law in Dallas, and served two terms as prosecuting attorney 
for Dallas County. He is one of the most respected 
members of the House of Representatives, in which he 
has served since 1913. As current Chairman of the House 
Judiciary Committee, he has voted loyally for most of the 
New Deal measures, albeit sometimes with misgivings. 
One of the most dramatic moments of his life doubtless 
coincided with his impulsive and passionate revolt against 
the Court Reorganization Bill, which was capped on 
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REPRESENTATIVE Hatton W. SUMNERS 
Texas (age 63) 


July 13, 1937, by his pledge to keep the bill buried in his 
committee if the Senate passed it. He was enthusiastically 
commended to President Roosevelt by the House Judiciary 
Committee as the ideal successor to Justice Sutherland 
upon the latter’s retirement from the Supreme Court. 

He introduced the economic investigation resolution in 
the House. Despite his reluctance and the exigencies of 
a campaign year, he is reported to have been subjected to 
special pressure to serve on the Temporary National Eco- 
nomic Committee. This Washingtonian confidence in his 
capacity to see the right happens to be shared by many 
business men and lawyers who have had contact with him. 
His strategic position as Chairman of the Judiciary Com- 
mittee lends particular importance to his service on the 
National Economic Committee. 


>>> > > «<~~<~ 


ConcressMAN Eicuer nas been exposed be- 
vond the average to academic lore, as he was Assistant 
Registrar of his own alma mater, the University of Chicago, 
from 1907 to 1909. However, like all the other Congres- 
sional members except Reece, he has practised law. For 
a decade, he was assistant attorney for the Chicago, Bur- 
lington & Quincy Railroad Company. He was elected to 
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REPRESENTATIVE Epwarp C. EICHER 
lowa (age 59) 


the 73rd Congress and re-elected to succeeding Congresses. 
So far he has not found it necessary to question the virtues 
of the New Deal program. 

He defended the constitutionality of the Holding Com- 
pany Act and introduced into Congress a bill to strengthen 
the existing Clayton Act’s ban on acquisition of control 
of one corporation by another through the merging of 
physical assets. This has long been a pet proposal of the 
Federal Trade Commission. Among the members of 
the Temporary National Economic Committee he enjoys 
the exclusive distinction of having retired from the forth- 
coming race for re-election in order to devote his full time 
to the task in hand. 
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REPRESENTATIVE B. CARROLL REECE 
Tennessee (age 48) 


ConcressMAN REECE BRINGS A RICH academic 
background to the aid of the inquiry. He was profusely 
educated and has been generous in diffusing his education. 
He studied at Carson and Newman College, New York 
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University, University of London (England), and received 
an LL.D. at Cumberland University. He taught economics 
and was assistant dean of the School of Commerce at 
New York University. He took enough time off from his 
quest for knowledge to win the American D.S.C. and 
D.S.M., Purple Heart, the French Croix de Guerre with 
Palm, and citations for bravery by Marshal Petain and 
Generals Edwards and Hale and Colonel Lewis. He is 
generally rated as a conservative Republican, although 
in the lush days of the New Deal he voted for the 
AAA, NRA, TVA, Securities Exchange Act, and 
Social Security Act. He recorded negative votes on the 
Holding Company Act, the Guffey-Snyder Coal Act, the 
Government Reorganization Bill, the Wages and Hours 
Bill, and 1938 Spending Act (the Emergency Relief Appro- 
priation of 1938). Last January he spoke in favor of the 
Lea Bill which substantially increased the powers of the 
Federal Trade Commission in general and those over false 
and misleading advertising in particular. 


>>>>>~<<<<< 


THE OTHER SIX MEMBERS Of the Committee are 
drawn from the executive branch of the Government. The 
vast informational reserves behind them are to be held 
on tap and will be supplemented by a power of subpoena 
already lodged with Chairman O’Mahoney (or Vice 
Chairman Sumners), and Messrs. Douglas and Eicher. 

If all research plans materialize, as seem likely, they 
mean intellectual sweating on a torrential scale. They also 
mean that national policies of the gravest importance 
depend partly upon the vision, imagination, realism, and 
practical understanding of certain individuals whom the 
winds of chance have blown into administrative chairs 
as of this day and hour. Their importance is at least not 
undershot by the fact that $400,000 of the half million 
dollar appropriation for this inquiry will probably be at 
their disposal. Should the co-operative scouring of Govern- 
ment and business by some miracle bring to light all 
of the facts essential to perfect understanding, its use 
for weal or woe would still depend on an ability to 
understand. 

What, therefore, is the training, character, and _philos- 
ophy of the key figures in the Government who will have 
to carry this weight of responsibility? 


>>> > <<<~<~< 


Mr. ARNOLD Is NEw and vigorous blood. As 
politician and professor he has spent his life in acquiring 
knowledge, giving it an extra distillation in his own un- 
mistakably original mind, and dispensing it. As his idea of 
knowledge is basically one of trying to see things as they 
are, he runs the risks that usually go with such daring of 





THURMAN W. ARNOLD 
Assistant Attorney-General—|ustice (age 47) 


sometimes being wrong and of sometimes horrifying the 
trustful even when he is right. He has had excellent 
vantage points from which to do his looking. Princeton, 
Harvard, and Yale collectively (but without any suggestion 
of conspiracy) acquainted him with the results of past 
observations. 

From his performances in the Wyoming House of 
Representatives and as Mayor of Laramie, his public 
learned to expect the unusual. On more than one occasion 
his shrewdness and humor enabled him to put on “a 
good show.” As law professor he has been highly ranked 
at West Virginia University and Yale among other in- 
stitutions of standing. He knows the Federal Govern- 
ment from within, having already filled several important 
posts. The freshness of his outlook sometimes threatens 
to set new altitude records for eyebrows. 

Upon his appointment as Assistant Attorney-General 
his views were challenged by both the upholders and the 
critics of established anti-trust law philosophy. Under 
Congressional probing his sense of humor stood him in 
good stead. When Senator O'Mahoney reputedly asked 
him if the views expressed in his writings could not be 
construed as a disbelief in capitalism, he replied, “Well, 
Senator, if you were a dentist and had devoted your life 
to the study of better methods of cleaning, caring for, 
and preserving the teeth, would that mean that you were 
against teeth?” Impishness, however, does not prevent 
him from developing some decided and dead-earnest views 
on the anti-trust laws. He is now responsible for their 
administration and these views are of great importance to 
both business and the general public. 

In his two books, “The Symbols of Government” and 
“Folklore of Capitalism,” he ran laughingly along the 
whole gamut of traditional beliefs and laid open what he 
believed to be inconsistencies between received doctrine 
and the facts of economic life. In the latter volume he had 
the following to say regarding monopoly: 
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“Bigness was regarded as a curse because it led to 
monopoly and interfered with the operation of the laws 
of supply and demand. At the same time specialized 
techniques made bigness essential to producing goods in 
large enough quantities and at a price low enough so 
that they could be made part of the American standard of 
living. In order to reconcile the ideal with the practical 
necessity, it became necessary to develop a procedure which 
constantly attacked bigness on rational legal and economic 
grounds, and at the same time never really interfered with 
combinations.” 

In a number of speeches and statements explaining the 
commencement of criminal procedures, he has evolved an 
informative set of principles by which he expects to be 
guided in discharging his new responsibilities as Assistant 
Attorney-General. They are: 

1. Monopoly means sooner or later Government inter- 
ference in business It is precisely because I do not 
wish those areas of necessary interference to increase and 
because I want to keep the Government out of business 
that I am an advocate of the consistent enforcement of 
the anti-trust laws. 

2. Competition may be destroyed not only by active 
suppression but by the over-competition resulting from 
a temporary over-supply and a catastrophic price decline. 

3. Under the present laws the most effective deterrent 
lies on the criminal side of the Court . 

4. The law does not prohibit the use of civil or criminal 
proceedings concurrently and the obtaining of consent 
decrees in cases where the final outcome of a criminal 
case is uncertain. 

5. The Department of Justice should inform the public 
concerning its decisions and attitudes in the selection and 
prosecution of cases. The aim of such a policy is both 
to give business men guides and warnings in an uncertain 
field: and to aid in the development of a consistent and 
open policy of prosecution. Announcements should be 
made at the beginning of each procedure presenting (1) a 
summary of conditions the Department believes to exist 
in the industry under attack, (2) the reason why the 
particular procedure, whether civil or criminal, was chosen, 
(3) the results the Department hopes to obtain in the 
prosecution of a particular case. 

Over a long period business has been urging the De- 
partment of Justice to give unofficial advice on the prob- 
able legality or illegality of proposed actions. With respect 
to this type of guidance Mr. Arnold has remarked that 
“it is unsafe to convey such information (7.e., warnings 
and guides) by promises of immunity to individuals on 
the basis of the data they submit.” 

This declaration of principles in terms of existing law 
is not intended by Mr. Arnold to exclude the possibility 
of improving that law. Again with respect to the future, 
Mr. Arnold is credited with believing that a system of 





separate laws for different types of industry may be part 
of the solution. 

Mr. Arnold has made it clear that he does not expect 
to annihilate monopoly by guerilla warfare. He believes 
that some situations can be saved from becoming mo- 
nopolistic and that in others further growth can be halted. 
What he believes with respect to the final national policy 
that should be adopted toward already mature monopolies 
may not be known until the present inquiry is completed 
and new attitudes have had time to congeal. 


>>>>><<<<~< 


CoMMISSIONER DoucLas BRINGS To the investi- 
gation a brilliant mind, an aggressive spirit, a liberal 
philosophy and a judicious temperament. In his capacity 
as Chairman of the Securities and Exchange Commission, 
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Wiiuiam O. Douctas 
Chairman, Securities and Exchange Commission (age 39) 


Wall Street has found him impatient with evasion, yet 
open-minded and always ready to listen to the other fellow. 

His tenacity of purpose is illustrated by his brake-rod 
ride to New York to get his law degree at Columbia; his 
intellectual capacity, by the unofficial title of “the nation’s 
outstanding professor of law” bestowed upon him by 
President Hutchins of the University of Chicago. His 
legal specialty has been bankruptcy and reorganizations. 

Though heavily loaded on the academic side, he has 
nevertheless shown himself to be intensely practical in his 
relations with the security markets, and his attitude to- 
ward Wall Street can be considered reasonably indicative 
of his position (if he has taken one) on the monopoly 
question. Part of it, at any rate, will be a clear stand 
against “monkey business.” 

In his own words he is a “pretty conservative sort of 
fellow from the old school, perhaps a school too old to 
be remembered . . . who can’t get away from the idea 


[ 14] 











EP TEMS £2 










wee, 




















that simple honesty ought to prevail in the financial 
world . . . thekind of fellow who can’t see why stock- 
holders shouldn’t get the same kind of fair treatment 
they would get if they were big partners instead of little 
partners in industry.” 

He is said to be a firm believer in the capitalistic 
system but is equally convinced that if it is to be pre- 
served, the present system must undergo reforms. 
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GarLanD S. FERGUSON, JR. 
Chairman, Federal Trade Commission (age 60) 


Mr. Fercuson stupiep at the University of 
North Carolina and as a middy at Annapolis. He prac- 
tised law, serving particularly the Southern Railway, and 
the Newport News Shipbuilding & Dry Dock Company. 
He is now Chairman of the Federal Trade Commission 
for the third time and has served in that body since 1927. 
An important part of the Commission’s business is to 
investigate business, and the experience upon which 
Mr. Ferguson can draw for this mission is extraordinarily 
rich. The Commission’s files bulge with evidence or 
suspicions of improper intimacy in commercial life. 

Upon Presidential or Congressional behest the Commis- 
sion has made dozens of investigations into price and pro- 
duction policies. Among those that have won particular 
fame are those concerning Farm Implements, Newsprint, 
Meat Packing and Live Stock, Sugar, Tobacco, Flour, 
Petroleum, Radio, Milk, Lumber, and Steel. 

Mr. Ferguson is personally rather conservative but it 
would be difficult for any man to live daily with ten years’ 
accumulation of data on sin without coming to suspect 
that it is widely embraced. In his long career he has 
personally supervised almost every branch of the Commis- 
sion’s activity. He has been in charge of the Trade 
Practice Conferences and Trial Examiner Divisions. From 
1927 to 1930 he supervised the Legal Investigatorial Divi- 
sion, and from 1930 to 1934 directed the Trial Division. 
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Commissioner Ferguson may also be expected to carry 
in his person the Commission’s traditional disapproval of 
Resale Price Maintenance, recently legalized by the Miller- 
Tydings Act, as well as its persistent opposition to basing- 
point systems. 


>>>>><<<<-< 


One oF THE FUNCTIONS of Dr. Lubin’s mind 
has been that of a meeting-ground for other people’s 
irreconcilable ideas. Many disputes have been resolved 
there to the reasonable satisfaction of the parties at issue. 
This disarming quality in him is traceable in good part 
to his command of facts and to his objective treatment 
of them. 

His background is principally academic but he is moving 
constantly out of it into business and labor controversies 
of a perilously practical nature. He has been professor 
of economics at the Universities of Michigan and Mis- 
souri and was a member of the teaching and research staff 
of Brookings Institution. As a special expert of the War 
Industries Board, he worked particularly in the field of 
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IsaporR LuBIN 
Director, Bureau of Labor Statistics (age 42) 


prices. He has investigated and written about the coal 
industry. He has acted as economic adviser to Senatorial 
committees investigating both unemployment and eco- 
nomic planning, among others. Since 1933, he has been 
active in many phases of the New Deal program. 

As Director of the Bureau of Labor Statistics he has 
thoroughly overhauled the voluminous data flowing into 
that national depository and is credited with having made 
them both more accurate and useful. He has not been 
catapulted into the present inquiry. He has made inten- 
sive studies of the relation of wages to prices, a subject 
with which the Committee will have to grapple almost 
from the outset. 
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STILL ANOTHER EX-LAW PROFESSOR appears in the 
person of Mr. Oliphant, representative of the Treasury 
Department. Washington observers have no difficulty in 
agreeing that he is brilliant. They agree as quickly that he 
is persevering. They bicker violently when the question 
of his practicality is raised. His principal claim on fame 
or obloquy, according to the glasses through which he is 
being viewed, has been his steadfast sponsorship of the 
Undistributed Profits Tax. In that connection, he has 
indicated a concern for small business, and a distaste for 
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HERMAN OLIPHANT 
General Counsel, Treasury Department (age 54) 


great enterprises. Otherwise, he has not taken any clear- 
cut public position on the issues here at stake. 

As is the case with so many of today’s stormy petrels, 
Mr. Oliphant’s background is both academic and dis- 
tinguished. Since 1915 he has been professor or associate 
professor of law at the Universities of Chicago, Columbia 
and Johns Hopkins. The New Deal fitted easily into 
his scheme of things and in 1933 he became General 
Counsel to the Farm Credit Administration. From there 
he moved to the Treasury. He is a member of the Board 
of Editors of the Bar Association Journal. His specialty 
in the law field has been the study of legal procedures, and 
it is expected that this area, so strange to the Treasury, 
will nevertheless be made a part of its scope of study, to 
capitalize on Mr. Oliphant’s experience and interest. 


>>>>>«<<<~<~< 


On ty THROUGH Mk. Patterson do any of the 
great names in American industry rumble into this in- 
quiry on the inquiring side. His energy and ability have 
kept him continually on the move. A Nebraska boy, 
he has an engineering education. His high spots have 
been Assistant to the President of the J. G. White En- 
gineering Corporation, Engineer for E. I. duPont de 
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RicHarp C. PATTERSON 
Assistant Secretary of Commerce (age 52) 


Nemours & Company, Executive Vice-President and Di- 
rector of the National Broadcasting Company. He has 
also served as adviser and trustee for banks. Such have 
been the réles Mr. Patterson has filled in training himself 
to be “the voice of industry” in time of need. 

His activities have, however, run beyond mere business. 
Among his incidental responsibilities have been those of 
President of the Travelers’ Aid Society, Commissioner of 
Correction in New York City, Trustee of the Citizens’ 
Budget Commission, Administrative Officer of the Ameri- 
can Commission to Negotiate Peace. In 1933 he declined 
the Fusion nomination for Mayor of New York. He has 
already made himself useful in the present emergency by 
helping to promote shirt-sleeve conferences between the 
potential inquirers and inquirees for foundation-laying 
purposes. And his speeches indicate that he intends to 
think for himself as the project develops. 


>>> +~+<<< 


Dr. BercE Is THE youngest of those impaneled 
for the Economic Jury. He is at least potentially a Govern- 
ment career man, having joined the staff of the Anti-Trust 
Division of the Department of Justice during a Republican 
administration (1930) and ascended through the ranks to 
his present eminence during Democratic administrations. 
He came honestly by his taste for public service, if such 
yens can be hereditary, as his father was at one time the 
Democratic nominee for Governor of Nebraska. 

His education and early experience were sufficiently 
diversified to give him at least a respectable three-quarter 
grip on the elusive legal-economic problems involved in 
the projected study. He received his Bachelor of Arts de- 
gree from the University of Nebraska, and both a Bachelor 
of Laws and a Doctor’s degree from the University of 
Michigan Law School. Practical experience was then 
added with Root, Clark, Buckner & Ballantine. 
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WENDELL BERGE 
Department of Justice (alternate) (age 35) 


He has been Chief of both the Appellate and Trial Sec- 
tions of the Anti-Trust Division of the Department of 
Justice, and now as First Assistant to Mr. Arnold is in 
charge of the entire Division. 

His share of the task of pondering the nation’s problems 
is assisted by the possession of an article of faith as a start- 
ing point, namely, that the country’s choice is between 
free competition and Government control. This is not an 
uncommon view. To Dr. Berge a corollary of this axiom 
is that “Those who deplore the further extension of Gov- 
ernment regulation of industry should welcome a program 
of vigorous and fair enforcement of the Anti-Trust laws.” 
This is not intended to gainsay that a little reshaping of 
those laws might not produce a neater fit to business 
actualities. 
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Jerome N. FRANK 
Securities and Exchange Commission (alternate) (age 49) 


WALL STREET GROANED WHEN Jerome Frank was 
recently appointed to the Securities and Exchange Com- 
mission. Yet when the Republican Herald Tribune re- 
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ferred to him as an “avowed opponent of bigness in busi- 
ness,” he was quick to protest, offering his latest book as 
testimony. 

After a University of Chicago training, and twenty years 
of practising law in Chicago and later in New York City, 
Commissioner Frank entered the New Deal service in 1933. 
For nearly two years, he was general counsel of the AAA, 
then shifted to the Federal Surplus Relief Corporation. 
He has aided the RFC in railroad matters, a field in which 
his private practice gave him considerable experience. He 
is the possessor of a keen, suspicious, and open mind; and 
has vigorously supported many of the controversial New 
Deal measures, as is apparent from his public approval of 
the Court Reorganization Plan and of the Minimum Wage 
and Maximum Hour legislation. 

Some indication of his ideas on Big Business can be in- 
ferred from his most recent literary effort, “Save America 
First.” He is as deeply disturbed as Senator Borah about 
monopolistic price-fixing but unlike the Senator, he gives 
no indication that “bust ’em up” tactics are the solution. 
His main argument turns around a plea for a policy look- 
ing towards economic isolation. He furthermore expresses 
considerable sympathy with the idea of integration along 
NRA lines, with planning by code authorities representing 
industry, Government, and labor. A supercode authority 
would be set up in the form of a governmentally super- 
vised interacting council of code authority representatives, 
and the major emphasis of the whole would be on inter- 
rather than intra-industry co-ordination. 
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Ewin L. Davis 
Federal Trade Commission (alternate) (age 62) 


In THE PERSON of Ewin L. Davis the Com- 
mittee will have at its disposal the experience of an ex- 
lawyer, ex-judge and ex-Congressman. His law practice 
was in Tennessee; he was judge of the Seventh Judicial 
Circuit in the same State. He served in Congress from 
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1919 to 1933, being best known for his leadership against 
ship subsidies. 

Appointed by President Roosevelt in 1933, Commis- 
sioner Davis may not be as completely saturated with 
FTC traditions as some of its other members have become 
through years of police work, but he is thoroughly familiar 
with the background of the “monopoly” problem. 


>>>>>~<<<~<~< 

Apmirat PEopLes was ApPpointet td the Supply 
Corps of the Navy with the rank of ensign in 1900, and 
slowly and steadily moved upward grade by grade to 
rear-admiral in 1917. His varied administrative experi- 
ence—starting as supply officer on the Wilmington—finally 
brought him to the post of Paymaster-General of the Navy 
and Chief of the Bureau of Supplies and Accounts. He 
has been Director of Procurement in the Treasury Depart- 
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ADMIRAL CHRISTIAN J. PEOPLES 
Director of Procurement, Treasury (alternate) (age 61) 


ment since 1933, which is, in fact, the position of chief 
purchasing agent for the United States Government. 

He has in his records probably the most elaborate file of 
price offers in existence. Some of them, appearing in the 
form of identical bids, are regarded as having special sig- 
nificance, indicating points in the economic system de- 
serving special inquiry. Furthermore, the Government 
has enough weight as a purchaser and consumer to justify 
the inclusion of this special interest and expertness in the 
council of the Committee. 


>>>> > <«<<<~< 


Leon C. HENpERSON PLUNGED INTO the thick of 
the business-Government relations problem almost from 
the moment of his appearance in the NRA in 1934. He is 
perhaps best known to business as the one-time head of 
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Leon C. HENDERSON 
Committee Co-ordinator (age 43) 


NRA’s Division of Research and Planning, during which 
period he was also Economic Adviser to the National In- 
dustrial Recovery Board. In that dual capacity he was 
personally responsible for denaturing many of the more 
sprightly price-fixing arrangements set up in the early 
codes. Since NRA days he has been a more or less roving 
economic adviser to various high officials in the Adminis- 
tration, although operating from the nominal base of Eco- 
nomic Adviser to the WPA. 

Co-ordinator Henderson is a Swarthmore product. His 
educational history was characteristically unorthodox. It 
was interrupted by the war; upon his return he taught at 
the University of Pennsylvania (Division of Geography 
and Industry) at the same time he was completing his 
undergraduate course at Swarthmore. Prior to the political 
upheaval of 1933 he was Director of the Department of 
Remedial Loans, Russell Sage Foundation. 

Both brilliant and energetic, he has wide and intimate 
contacts throughout both business and Government. He 
is easily irritated by any tendency of business to wax com- 
placent over its accomplishments, but hardly radical in the 
despairing sense of the word. He will recognize facts 
when confronted with them and either knows where many 
of the needed ones exist or who is able to produce them. 
He thrives on excitement and enters into nothing without 
playing an active part, which may be put down as a fore- 
cast of the réle he will fill in the present inquiry. 


Ir 1s AN IMPRESSIVE list of individuals, with all 
the resources of the Government behind them, and with 
an extraordinarily difficult set of problems in front of them. 
The problems are partly factual and partly imponderable, 
a combination which human beings have never been able 
to handle easily. Their re-appraisal and re-blending here 
may affect tremendously the future of the country. 
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EXPORT TRADE IN 1937 


A report on a survey of terms of sale, payments, and 
sales channels, by types of products and by world areas. 


A. O. STANLEY 
Manager, Foreign Sales Department 
Dun & BrapstREET, INc. 


HE degree of risk assumed today 

in export shipments, so far as pay- 
ments are concerned, is to the export 
manager rather more a question of gen- 
eral considerations than individual ac- 
count trends. Consequently, when an 
order is received from a foreign ac- 
count, first consideration is given to 
exchange restrictions, import quotas, 
and credit and collection conditions in 
the market where the customer is lo- 
cated. Only after these have been con- 
sidered does the export manager look 


into the credit and financial status of 
the individual account. This process 
of checking has brought into use a 
wide range of credit terms to fit every 
condition, so that the maximum of 
goods can be sold abroad with the 
maximum of safety. 

That our export managers have at- 
tained a high degree of efficiency in 
investing their export dollars is amply 
demonstrated by the findings of the 
export survey for 1937 made by the 
Foreign Department of Dun & Brap- 
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STREET, Inc. In the three economic 
classes covered by the survey, the gains 
made in 1937 over 1936 were: finished 
manufactures—up 40 per cent in value 
and 34 per cent in quantity; semi- 
manufactures—up 72 per cent in value 
and 41 per cent in quantity; manufac- 
tured foodstuffs—up 23 per cent in 
value and 16 per cent in quantity. 
These three economic classes accounted 
for over 70 per cent of total export trade 


in 1937. 
Promptness 


In the Dun & BrapstrEET survey, re- 
turns filed by 308 exporters active in 88 
lines’ and representing sales in excess 
of $55,000,000 showed that 83 per cent 
of all payments were prompt and only 
17 per cent were slow. These percent- 
ages become even more significant 
when considered together with the 
terms upon which the exports were 
handled: 61 per cent were on a credit 
basis, 26 per cent on a sight draft basis 
(the C.O.D. of the export trade), and 
only 13 per cent on a cash basis.” 

In 47 lines of business at least 83 
per cent (the average for the 88 lines 
studied) of the accounts were paid 
promptly. Payments were slow on 20 
to 30 per cent of the accounts in 16 lines. 
Only to lines showed abnormally slow 
payments. To review the survey’s 
findings from another quarter, in only 
30 of the 88 lines was it deemed prudent 
to restrict sales made on credit terms 
to a smaller proportion than the aver- 
age—61 per cent. 

As a comparison of world areas in- 
dicates, the promptness of payments 
was governed in 1937 more by the 
terms used in each case rather than by 
the fact that certain countries did or 
did not have exchange restrictions.* At 
the two extremes, Latin America re- 


1 In the tables on pages 20 and 21 twelve lines have been 
grouped under ‘“‘miscellaneous.” 

2 Sight draft terms must be considerad as quasi-credit 
considering the fact that they cover shipments made thou- 
sands of miles away and are vulnerable to refusal on 
delivery involving losses from extra discounts, the dis- 
posal of goods elsewhere and reshipment expenses. 

3 The Foreign Department of Dun & Brapstreet, INc., 
has prepared tables showing the credit terms commonly 


used in the export of specific lines. A review of payment 
trends and sales arrangements has also been made for cach 


of the lines studied in this survey. These data are avail- 
able on request. 
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TERMS OF SALE, SPEED OF PAYMENTS, AND SALES CHANNELS 
FOR 1937 Exports, BY Propuct-Groups 
(Deu~ & Bravstrreet Export Survey) 


7-PAYMENTS— ;—SALES CHANNEL— 


NumsBeror VoLuME ot 7—— TERMS OF SALE—— 





PRODUCT Accounts SALES Credit Sight Draft Cash Prompt Slow Agent Distributor 

| Percentages of Percentages of Percentages of 

Dollars Dollar Volume Dollar Volume Transactions 

‘ 

Pa hs.b Se aelnddaass es tdecesgaeeee 164 15,817,690 29 36 35 82 18 11 89 
MACHINERY 2,228 7,9735797 52 32 16 83 17 25 75 
Office Machines and Supplies. . 576 1,632,425 79 19 2 Bo 20 25 75 
Printing Machinery and Equipment 1,313,700 45 29 26 SO 14 0 100 
Miscellaneous Machinery. 179 1,068,020 69 9 22 83 7 34 66 
Farm Machinery.............. 7 929,300 57 0 43 100 0 0 100 
Pood: Machwmery..........<...<. P 6& 805,000 36 56 8 86 14 6 94 
Radios, Parts, Sound and Communication Equip. 381 538,110 31 47 22 84 16 25 75 

, ; , }ul} k 

| Washers, Ironers, Sewing Machines 162 460,950 35 30 35 85 15 12 88 

Textile and Tailoring Machinery 104 381,060 85 5 Lo 82 18 47 53 

| Garage and Service Station Equipment 409 3745955 48 32 20 81 19 58 2 
Road Machinery... . : 18 331,970 89 oO 11 75 2 a) 100 
Refrigeration and Air Conditioning Equipment 183 89,372 28 59 13 94 6 35 65 
Electric Motors and Supplies 86 26,215 62 30 8 83 17 4 96 
Marine Motors . 51 14,250 46 3g 15 77 23 0 100 

| Meters, Scales, and Gauges 17 8,470 30 40 30 88 12 
FOOD PRODUCTS 1,859 5,125,368 62 30 8 RR 12 5&8 2 

| Grain Products. . . 799 2,880,500 56 37 | 83 17 61 39 

| Kprnceries ONG Micats.c. ives cecssiceeass 799 1,561,800 79 1s 6 86 14 64 36 

CASE oT (SRE EEE ean OC a an 50 342,650 5 85 10 94 6 60 40 
Dried and Citrus Fruits. . 90 315,000 0 62 38 100 0 88 [2 | 
Milk and Milk Products 68 45,650 7h 19 3 83 7 74 26 { 
Non-Alcoholic Beverages... ..........0...00005 2 26,702 3 40 7 94 6 0 100 
ee 10 2,850 100 oO 0 100 oO 100 0 
TOL, IA Ie EI a ee eee I 216 100 i) oO 100 0 © 100 \ 
DEAR A PRODUCES 5.6 oo sles esied be6oa0 96 1,974 45,150,176 56 36 S R2 1&8 79 ae { 
Cotton Goods. ...... EO eR 1,033 3,339,500 62 31 7 b5 15 6y 31 } 
‘Gotton Warns end Thread.............«..s.. 95 210,000 86 14 0 71 29 8$o 20 
Men’s Ready-Made Clothing. ............00. 22 139,000 80 20 0 ®y iW 22 78 
Silks and Artificial Silks Osta Menten cong ond 136 121,025 83 0 7 100 @ 44 56 
Hats . EL Tee REM AE UE CR LORE LT Cre 40 109,000 78 22 o 66 34 83 17 
Gorsetsiatid Brassietes... 5... i ise vecweeess 267 103,150 66 34 0 83 17 94 6 
Roxrbubstiery MCCS oe nce te bk ois eines dew ee 129 76,551 52 43 5 83 17 100 0 
LEU SET ARRON soi ar geass 2 40,050 100 ( o 100 ° 67 33 

Ce ON ES oe ane eee ee oe 71 10,400 47 40 13 85 15 7 22 

| Carpets and Rugs. Aye es a oe in ayers eae A arare abe. 3 1,500 50 50 a) 100 oO 

{ Manufactured Cotton Clothing.............4+ 154 0 100 0 0 33 67 100 0 
LEATHER PRODUCTS .. oo. ccce cece acveecs 1,219 32375580 67 27 6 90 16 73 27 
Lo So 846 2,486,300 58 35 7 85 15 71 29 
Ee Co i ene 298 729,700 87 12 0 100 o 71 29 
For :.. > els 2 1 3,000 100 o oO 100 7) 100 9) 

| Leather Goods and Luggage 73 8,580 100 oO 0 100 0 100 0 

| | WOOD PRODUCTS 442 2,852,827 66 2 13 By 16 58 42 
Lumber and Flooring 279 2,683,677 46 38 16 83 17 92 8 | 
Cork and Fiber Products snneteeaes 106 140,100 88 4 8 73 29 35 65 
Rattan Furniture 50 25,000 100 oO 0 0 100 100 rf) 
Wood Office Furniture 7 4,050 100 o 0 67 33 33 67 





ceived 66 per cent of the reported sales 
on a credit basis and reported 77 per 
cent of the cases prompt. Asia, Africa, 
and Oceania were sold 50 per cent of 
the merchandise on a credit basis and 
reported 93 per cent prompt. 

There were not important differ- 
ences between the two areas in respect 


to exchange restrictions. Twelve of 
the markets in the latter area (Canary 
Islands, China, Eritrea, Ethiopia, Iran, 
Italian Somaliland, Japan, Manchu- 
kuo, Portuguese East Africa, Spanish 
Morocco, Portuguese Guiana, and 
Portuguese West Africa) were under 
restrictions, while nine of the Latin 
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American markets (Argentina, Bolivia, 
Brazil, Chile, Colombia, Uruguay, 
Costa Rica, Honduras, and Nicaragua) 
were operating under an exchange con- 
trol of one kind or another. 

In the European area payments were 
reported as prompt in 85 per cent of 
the cases in spite of the fact that 20 
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; TERMS OF SALE, SPEED OF PAYMENTS, AND SALES CHANNELS 
4 FOR 1937 Exports, sy Propuct-Groups 
(Dun & Brapstreet Export Survey) 


7—PayMENTs—, -—-SALes CHANNEL—, 





NUMBER OF VOLUMEO! 7——Y ERMs o¥ SALE——, 
ACCOUNTS SALES Credit Sight Draft Cash Prompt Slow Agent Distributor 
Percentages of Percentages of Percentages of | 
Dollars Dollar Volume Dollar Volume Transactions \ 
IRON AND STEEL PRODUCTS 2,188 2,155,677 73 19 8 86 14 63 37 
Stoves, Ranges, and OVvens:...... 666008000008 607 809,256 81 16 3 93 - 46 s4 
NEGQORR Te ace ie sreper ied Seas Cas es ov ab sa ee a 956 416,435 82 16 2 87 13 77 23 | 
4 Wire Goods, ails, ama Screws... oes e 118 286,830 77 8 15 95 5 47 53 | 
Gears, Bearings, Axles ; A fe aha ae 180 266,180 55 32 13 3 17 89 11 
Valves and Fittings ee 2 : 151 206,305 55 45 i) 73 27 86 I4 | 
Stcel NES MENIIRER ID D0 Souths. cs aces ots erat ar eee 6 127,400 75 7 is 100 °o 4 96 | 
Hardware Beate aclurs: oe oo ive oka ALS es 154 24,43! 88 8 2 85 15 56 44 
: Mia OWEN VAR 625 oa eee nc kis Be wee 16 18,840 50 37 13 71 29 100 0 
CHEMICAL PRODUCTS ieee ee 1,827,911 72 I 17 82 18 ; 62 
Pharmaccuticals, Drugs, and Chemicals. ....... 1,292 747,661 Ss 4 & 86 14 29 71 
Cosmetics and Toilet Preparations............ 591 729,300 2 12 26 88 12 39 61 
Paints, Varnishes, and Polishes : 523 350,950 83 II 6 70 30 4 2 
PAPER PRODUCTS ...... Cee 2,239 1,402,669 a4 13 13 76 24 59 41 
Paper and Mill Supplies... . 636 878,774 73 18 9 os 23 37 3 
Stationery and Office and School Supplies ; 495 317,051 88 6 6 76 24 52 48 
a Paper Novelties . - 774 88,000 78 5 7 57 43 72 28 
i Transparent and Waxed Paper ee 193 64,244 53 2 27 82 18 21 79 
Paper Patterns aes eas re 115 54,600 100 0 0 77 23 100 e 
i Paper Mags and Contamers.. 6 oi ok cen 26 o 45 44 11 87 13 78 22 
‘ RUBBER PRODUCTS. .............. 772 1,123,555 58 35 a 86 I4 jl 69 
a Tires and Tubes se ON eg: Le 123 $16,625 45 42 13 97 3 o 100 
: Rubber Goods and Rubberized Goods 649 306,930 66 31 3 73 2 64 36 
5 NON-FERROUS METALS : . . 884 870,080 66 25 9 83 17 60 40 
Jewelry and Clocks. ......... ee eer ae 97 354,000 96 4 0 95 > | 15 85 
i Aluminum and Aluminumware nee lg ates 251 340,570 62 38 o 67 33 100 0 
Ss SUV ORATE: «sis ss 3h ea er te 44 158,485 80 10 10 81 19 94 6 
: Brass Pipe and Fittings one ee 36 8,650 18 55 27 100 0 42 58 
AIDE coo bare ceo) Bie Ga Me a een eee 59 8,375 57 38 S 67 33 7 27 
AUTOMOBILE PARTS AND ACCESSORIES 1,338 622,545 53 33 14 77 23 54 46 | 
: GLASS, CLAY, AND STONE PRODUCTS 428 447,304 47 24 29 86 14 42 58 
4 Abrasives, Stonc, and Building Supplies 77 241,135 17 30 53 100 0 oO 100 
| China, Glassware, and Crockery 230 128,128 88 8 4 61 39 100 o 
: Mirrors, Plate Glass. . Sayan yieromes raat as 96 55,841 81 19 0 78 22 100 ) 
q Optical Goods ai OAs iete engin atgra ¥re tes 2 22,200 100 © o 100 0 100 ° 
3 Jathtubs Oey erie cena ret oes ears 15 3 42 88 12 0 100 
f MISCELLANEOUS GOODS 2,595 7,988,047 54 26 20 78 22 49 51 { 
General Merchandise 1,268 6,595,000 2 30 46 68 32 17 83 
a Tobacco and Cigarettes hes Ae, 66 583,660 100 0 0 88 12 98 2 
e RONG owner os BE At en Re Oe or 414 305,826 28 29 43 74 26 7 93 
5 Miscellancous sees eee Ae 526 165,722 63 35 2 75 25 80 20 
: Building and Insulation Materials............ 132 111,499 69 25 6 87 13 49 51 
Bed Springs and Mattresses. Rev: Rae 176 102,140 65 35 0 72 28 92 8 
Bottlers’ Supplies and Closures PRR a ae 13 24,200 100 Oo oO 50 50 100 9) 
ROME OE 8 eb DOS te ees en ee ere eae re 20,726 55.595,226 61 26 13 83 17 47 53 
GENDREAU 
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TERMS OF SALE, SPEED OF PAYMENTS, AND SALES CHANNELS 
FOR 1937 Exports, BY WorLD AREAS 
(Dun & BrapstREET Export Survey) 
NuMBER OF VOLUME OI 7—— TERMS OF SALE——, 7—-PAYMENTS— -—SALES CHANNEL— 
Credit Sight Draft Cash Prompt Slow Agent Distributor 


Percentages of Percentages of Percentages of 
Dollars Dollar Volume Dollar Volume Transactions 


AREA ACCOUNTS SALES 


EMRE sits 3 is eak be wer ee NeeRO Ss S595 2,503 19,614,081 60 28 85 15 41 59 
LATIN AMERICA 14,446 18,298,397 66 23 a 23 54 46 
ASIA. APRICA, (OCEANIA . .. ..0.5:6:0i80cieeieisie-s ag97 17,682,748 50 61 











20,726 553595,226 61 
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of the markets (Austria, Bulgaria, 
Czechoslovakia, Danzig, Denmark, 
Estonia, Germany, Greece, Hungary, 
Iceland, Italy, Latvia, Lithuania, Nor- 
way, Poland, Roumania, Spain, Tur- 
key, U.S.S.R., and Yugoslavia) had ex- 
change restrictions. Sixty per cent of 
shipments to the European area were 
on a credit basis. Twenty-eight per 
cent more were shipped to Europe on 
sight draft. 


Sales Channels 


Only 18 concerns reporting their ex- 
periences in the export survey handled 
their foreign sales through brokers. 
The remainder were about equally di- 
vided in making their sales through 
foreign sales agents* and foreign dis- 
tributors.° Distance and the type of 
commodity exported governed the type 
of sales arrangement employed. Forty- 
six per cent of all sales to Latin Amer- 
ica were handled through distributors, 
while Asia, Africa, and Oceania were 
covered by distributors in 61 per cent 
of the cited cases. 

These lines were most frequently 
handled in world trade by distributors: 
Petroleum and Petroleum Products, 
Machinery and Electrical Products, 
Chemicals and Chemical Products, 
Rubber Products. Foreign sales agents 
predominantly handled Food Products, 
Textiles, Leather Products, Iron and 

















*A foreign sales agent is one appointed by a manufac- 
turer to obtain orders on a commission, and occasionally 
a salary, basis. The manufacturer checks all credits. 

5A foreign distributor is an established outlet which is 
given exclusive distributorships in a fixed area by a manu- 
facturer who supplies the stock on a cash, credit, or con- 
signment basis. The distributor, as a rule, accepts the 
local marketing and credit risks. He normally has stock 
on hand and services or installs the articles sold. 
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COUNTRY Restrie- No Re- 


tions Strictions 
SOUTH AMERICA 
1 ee a ere x 
Bere caer wedss x 
I naira 34 saa x 


| British Guiana... «3... 
os nates Se Slee x 
| 





x 


Colombia -2.4.65.6 ciewtetn x 
Riniaent 2k Rag ae oan 
French Guiana.......... 
Netherlands Guiana. .... 








OO ee a 
ORR lero os. 0 oi we wtecstys 
NON > ce eee: x 
Venetuela ... 6s cscs ues 


CENTRAL AMERICA 


OT, Ses xX 
Ae |S i 
POMONA 5 icck ooo sacscacace x 
British Honduras........ 


x XX XXX 


Jo Sa a 
DMEATADUS: <tc e nccene x 
RENIN 6h fs 3 4 sie6. oSpeseeatarace 
CON ee een ene 


XxX xX XK X 





WEST INDIES 

RR EMMNEA DD orc ois ony Soa oa 
LO er 
British West Indies...... 
Ce ee psc he ighicar ese 
Dominican Republic. .... 
ES EE RR SA 


French West Indies...... 
LOTS oS Sas a 
: UCT TRICO): 5.566 sco 
Virgin Islands. ......... 
Netherlands West Indies. . 


ORO SEDC CSC 


ToTALs FoR AREA....... 9 


EUROPE 

I ce.) el Ox ree 
RNR or og sch. ej brains oes x 
MEER es cc iar ot aera: Jat 2 
Ly eae eter 
Se ee ree x 


xx xX 


x 


MIM Scar oe. > ogre aielereint 

Czechoslovakia ........ X 
ME 5G. oogua ore aye Ss x 
OS eee x 
| N7 oC Ee Me ee gm ore Xx 


1 ES Eg Ieee ee 
MOMIM 8o o eoogs Gries 3 aes Os 
ROMANE obs i rare. etoleie x 


XxX 





Wuere ForeicN Trape Meets ExcHance Restrictions AND WHERE IT Dogs Not 


T Restric- No Re- 
COUNTRY tions strictions 
Gibraltar .......5.. ‘gina x 
CEO co Sete ease x 
PUMNMMEARNIE Se ooo. cin 5 ote av x 
pho ee eee x 
Irish Free State......... xX 
WRN lars owas cc iawnss x 
CAE. 2 Mic eee oe leds Xx 
LAL.” er eee x 
Luxembourg .«........ Xx 
1S 2 er ar x 
Netherlands ........... x 
INGE WEAN n road na stage anna 
eee os So x acerarale ore x 
Pasta. 6. odes s eisexs x 
WIENER cos erdwh ns x 
ES Cee XxX 
Sa OL on ere x 
Switzerland ........... x 
PMN cora.r4: 6.503 ace sfaicha mae x 
[Jk SG eae xX 
United Kingdom........ x 
Wugetavias. ..« ccc sce8 x 
TOTALS FOR AREA....... 20 15 
ASIA 
RRR alot oo het ccd alos ek x 
PROM S55 axes a sar gi ateiesers x 
ERIE oor c ciacainre'are: oo 8 x 
CEO acess veaeses x 
CUMS Saas oa a x ols tye Xx 
British Borneo.......... x 
Federated Malay States. . . x 
Netherlands East Indies. . x 
Straits Settlements... .... x 
French Indo-China. ..... x 
WGN rh io Sc eee x 
LOSS UNE Sane eeepc x 
GMM ces viola eielece tales xX 
RARRE Got ear rane Xx 
Manchukuo xX 
ARRAN «oc Boo are era x 
Philippine Islands....... x 
TT OSS SE RS Se rece et x 
11 RR aaa eRe cara Pee x 
AFRICA 
East Coast 
British Somaliland. . .... x 
i201 ae era ea x 
RIOR Ge nso cis als cs x 
French Somaliland. ..... x 





No Re- 
tions strictions 


COUNTRY Restric- 


Italian Somaliland...... 
Kenya Colony <.. 6c. x 
WMadaeisea oc one ws x | 
INvasalate cs. 5 vee <u x 
Portuguese East Africa... X 





WM 2 sa hes eee 
Seveheuesi so o.s 2s cscs 
FAMAIEs 6 cine core sae 
Wattles 65 a eoaseuws 
TARE oc cw ateree 


xXxXKXX 


NortH Coast 


pA OT rer er rere 
French Morocco.......-- 
EN oS isthe wee teeses 
Spanish Morocco.......- x 
NBN 045 Slatin gs aeiwalsorns 


Wer One 


SouTtH Coast 
Union of South Africa. . . 
British South West Africa. 
Northern Rhodesia. ..... 
Southern Rhodesia. ..... 


xxx xX 


West Coast 
ASN Sea ed a sacs 
Belgian Congo.......... 
British Cameroon ...... 
British Togoland ....... 


XxX xX 


Canary Islands... ........ x 
Danone co: .' cece so 
Feunamnie: BG «..- a5. 2550:5: 
French Cameroon ...... 
French Equatorial Africa. 


French Guinea ......... 
French Sudan. .......:. 
French Togoland ...... 
Gass recente ces 
Gold Coast Colony...... 


FWOSe Coasts. 255242552 
Ditietithrs fa os ccceae ome cs 
WON oe 6 5 ns ce ces 
pS 
INIROINR so oe ce nc eon 3 


XXXKXK KXKKKXK KKKXK 


Portuguese Guinea. ..... Xx 
Portuguese West Africa.. X 
SOMEMEE  oicnccie cesacele x's 
Sietra Leone cs .5c< css 
Anglo-Egyptian Sudan... 


OCEANIA 


VT | Se ae ta 
New Zealand........... 


xX xX 


al XxX 


ToTats FOR AREA....... 12 








Steel Products, Paper Products, and 
Non-ferrous Metal Products. Com- 
modities which best lend themselves to 
bulk shipment and which require the 
maintenance of large stocks in the for- 
eign markets both for supply and ser- 
vice were handled through distributors. 

It is known that 1937 was marked by 








an $875,000,000 (36 per cent) increase 
in export trade. It is significant to find, 
as our sample indicates, that: 

1. More than half (61 per cent) of 
sales were made on credit terms and 
26 per cent more on a quasi-credit basis. 

2. Remittances were prompt in 83 
per cent of the cases. 
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3. Exchange restrictions, although 
they applied in 41 out of 135 countries 
and colonies, did not check payments 
unduly. 

4. The use of foreign sales agents 
or distributors was determined for the 
most part by marketing problems other 
than credit factors. 
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CHANGES in FEDERAL TAXATION 


under the REVENUE ACT of 1938 


A Comparison with Recommendations Made by the American 


Institute of Accountants’ Committee on Federal Taxation 


J. O. WILLIFORD 


Auditor, Atlas Supply Co., 


Muskogee, Oklahoma 


ECAUSE of the complex nature of our economic society, it seems 

to be impossible to have a simple revenue act which can be 

applied equally well to all. Naturally there is a clamor for changes, 

sometimes for simplifications, in the several sections as they relate to 

each conflicting element of our society. Many changes are proposed. 

Some of them are adopted, and some are not, depending upon how 
much pressure is brought upon Congress. 

Some of the changes accomplished with each revision of the 
revenue act are desirable from the viewpoint of some elements of 
our society, and some are not. And so, after each revision of the 
revenue act, a new outcry for changes is heard. Many taxpayers 
thought the 1936 Revenue Act especially harsh; many changes were 
proposed. One group to recommend new legislative carpentry was 
the Committee on Federal Taxation of the American Institute of 
Accountants, which prepared a special report entitled, “Proposed 
Changes in Federal Revenue Law.” It was first published in the 
Journal of Accountancy for November, 1937. 

The major changes proposed by the report have been used as an 
outline here, and beside them have been set down the changes 
actually effected by the new law. Some of the minor changes recom- 
mended by the report have been omitted. And of course not all 
the changes made in the 1936 Act have been included. What follows 
is a comparison of the principal recommendations with the pertinent 
provisions of the revenue bill finally approved by Congress. 


PROPOSED CHANGES 


cr 





I. “There is urgent need for the deter- 
mination of fixed principles of Federal In- 
come taxation, having a closer relation to 
sound ‘accounting and conservative business 
practice.” 

A. “Reports from Washington indicate 
that a complete revision of the Revenue Act 
is contemplated.” 
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I.A. Very little was accomplished 
in the way of simplification of the 
Revenue laws. Many persons feel that 
the “consent dividend credit” provision 
of the 1938 Act only adds to the con- 
fusion, for who, they say, can imagine 
any stockholder (regardless of size) in- 
cluding something in his personal re- 
turn which he has not received. 


The House Ways and Means sub- 
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DOUGLAS FROM GENDREAU 


CHANGES ACCOMPLISHED BY THE REVENUE ACT OF 1938 


committee report recommended that a 
codification of internal revenue laws be 
made into absolute law so that the Gov- 
ernment, the taxpayer, and the prac- 
titioner could rely upon it in deter- 
mining what is actually the law. This 
codification has not been completed. 
We still have the normal tax and sur- 
tax on individuals; normal income tax 
on corporations and a modified surtax 
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1. A. (Continued.) 


B. “It seems desirable also to broaden 
the base of income taxation by the reduction 
of specific exemptions and otherwise, facili- 
tated by an extension of the principle of 
withholding at the source.” 


II. “The present surtax on undistributed 
corporate profits is unsound. 

“We strongly urge the abandonment of 
the present form of surtax on undistributed 
profits, and reiterate the recommendation 
made to the Senate Finance Committee in 
May, 1936, ‘that a higher corporate normal 
tax be enacted, coupled with a drawback at 
a fixed rate to be applied to the amount of 
dividends paid during the taxable year, as a 
credit against the corporate income tax.’ ” 


III. “The tax burden should be equalized 
and the Federal revenue stabilized.” 

A. “We urge the principle of taxing cor- 
porate income on the basis of average earn- 
ings for five years, believing it to be in- 
equitable to exact heavy taxes upon the full 
profits of successful years without relief in 
respect of unprofitable years.” 











on corporations of a specified size; 
special penalty taxes on personal hold- 
ing companies and corporations im- 
properly accumulating surplus; estate 
and gift taxes; capital stock tax with 
provision for a new declaration of 
value; excess profits tax at the same 


B. This could have been accom- 
plished in a number of ways: 


1. Reduction of personal exemption of single 
persons from $1,000 to $750 and married persons 
from $2,500 to $1,500. 

2. Making the income from all future issues of 
Federal and State securities subject to income 
tax. 

3. Requiring all Government employees (in- 
cluding Federal, State, and local) to pay an in- 
come tax. 


II. The principle of the tax is 
retained for corporations whose ad- 
justed net income is more than $25,000. 
See section IV (A-G inclusive) for what 
was done on some of the specific 
changes proposed by the Committee on 
Federal Taxation of the American In- 
stitute of Accountants. 


The recommendation made to the 
Senate Finance Committee was adopt- 
ed in the 1938 Act. The tentative tax 
rate is the higher normal tax and the 
2% per cent credit for dividends paid 
is the drawback. In retaining the prin- 
ciple of the undistributed profits tax its 
nature was changed from a penalty tax 
to an exemption or credit. 

For purposes of taxation under the 
Revenue Act of 1938 corporations are 
divided into two general classes: 

1. Corporations in general with 
net income of more than $25,000 tax- 
able at the rates set out in section 13 of 
the 1938 Act, which includes the prin- 
ciple of the undistributed profits tax. 
The total tax is computed in this way: 
The tentative tax equals 19 per cent of the ad- 
justed net income, reduced by the sum of— 

16% per cent of the credit for dividends re- 

ceived and 2% per cent of the dividends-paid 

credit, but not in excess of 2% per cent of the 
adjusted net income. 


III. A. A company which has fairly 


|. stable earnings has a very decided ad- 
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rates with the only reliet being in the 
new declaration 2f value of capital 
stock permitted for capital stock tax 
purposes which is reflected in the ex- 
cess profits tax valuations; excise taxes 
(some excise taxes are repealed) ; taxes 
on distilled spirits; stamp taxes; etc. 


None of these change were accom- 
plished. Since this discussion deals 
with facts, this is not the place to ad- 
vance theories about the desirability of 
any of these changes, but it appears that 
a study should be made in the near fu- 
ture of the economic effects of tax ex- 
empt securities. 


For the corporation making slightly 
more than $25,000 an alternate method 
is provided for in section 13(d), and 
the corporation is entitled to pay which- 
ever amount is less. Unless the taxable 
income is more than $34,423 the alter- 
native method of computing the tax 
for corporations with taxable income 
of slightly more than $25,000 will result 
in taxes lower than where computation 
is by the general rule. The undistrib- 
uted profits tax principle is applicable 
only to corporations with an adjusted 
net income of more than $25,000. 

2. Special classes of corporations 
which include corporations with ad- 
justed net income of less than $25,000 
taxable at the schedule of rates set out 
by section 14(c) and banks, China trade 
corporations, foreign corporations, in- 
surance companies, mutual investment 
companies, personal holding com- 
panies, exempt corporations, and cor- 
porations improperly accumulating 
surplus taxable at the special rates pro- 
vided for in section 14 (d-j inclusive). 

The special rates used are comparable 
to the normal corporation rates used in 
the 1936 Act, and the principle of the 
undistributed profits tax does not apply 
in any of these cases. 


vantage over the company whose earn- 
ings fluctuate greatly when each year 

















Ill. A. (Continued.) 


B. “As an alternative to the principle of 
averaging income for five years, provision 
for carrying forward losses for five years 
would serve the same general purpose.” 


IV. “If it be impossible to obtain repeal 
of the existing corporate surtax, the follow- 
ing modifications are urged: 

A. “If retained, the corporate surtax 
should be levied on undistributed profits 
and not on undistributed taxable income. 
It is recommended that a subsection, similar 
to subsection 102(c) (1) (C) be added to 
subsection 14(a) (1), to provide that, in the 
determination of ‘adjusted net income,’ there 
shall be deducted losses disallowed as a de- 
duction by section 117(d).” 














is made to stand alone. However, the 
committee’s recommendation 3(a) for 
taxing corporate income on the basis 


B. — Section 26(c) of the Revenue 
Act of 1938 provides for a loss carry- 
over of one year only instead of the five 
years recommended, and this is only in 
connection with the modified surtax 
for corporations earning more than 
$25,000 per year. This provision is ap- 
plicable only to taxable years beginning 
after December 31, 1938, and is allowed 
only for the purpose of computing the 
dividends-paid credit. 

In other words for the corporation 
earning less than $25,000 per year there 
is no relief in the 1938 Act for a loss 
carry-over which might equalize and 
stabilize the tax burden. 

That the tax burden has not been 
completely equalized in prior acts may 
be seen in the Treasury Department’s 
statistics in the House Ways and 
Means Committee Report. They are 
taken from the Treasury Department’s 
analysis of 144,914 corporation income 
tax returns for 1936, and filed up to 


IV.A. The specific recommendation 
that a “subsection, similar to subsection 
102(c) (1) (C) be added to subsection 
14(a) (1), to provide that, in the deter- 








of average earnings for five years was 
not adopted by Congress in the present 
Revenue Act. 


August 31, 1937. The pertinent facts 
are presented below: 


Size Classes, Rate of 

Net Income Total Tax* 

Dollars Per Cent 
Wideri5:000%. . 3.57.5. cies oat 13.35 
SOOO 100! BOO0G 5.6.6. 5::5, ss o:0)etbve's.s 13.64 
10,000) IDES 000 oi 55 hdds. co 13.81 
TEOO00 1010000 Sioa sre/s atone 13.96 
20,000-10:253000. 55 i056 ccs 14.15 
ZEOOO TO SO;000% we) ea sie eer 14.74 
50,000 00 100000.) 5 < oo. c ens 15.67 
100,000 to 250,000........... 16.09 
250,000 to 500,000........... 15.68 
500,000 to 1,000,000 sexier s ees 
1,000,000 to 5,000,000 was DBS 
5,000,000 and over........... 11.16 


— 

* Percentage of total tax (excess-profits tax, 
normal tax, and surtax on undistributed profits) 
to net income. 


The effective rate for the corporation 
with income under $5,000 is 13.35 per 
cent, and from this the effective rate 
gradually increases to 16.09 per cent 
for the moderate size corporation of 
from $100,000 to $250,000, and from 
this point it declines until we reach the 
large corporations earning $5,000,000 or 
more with an effective rate of 11.16. 


mination of ‘adjusted net income’ there 
shall be deducted losses disallowed as a 
deduction by section 117(d)” was not 
adopted, however, since the method of 


GENDREAU 





























IV. A. (Continued.) 





“Recognition should be given State 
laws restricting the payment of dividends. 
This relief can be afforded either (1) by 
amendment of section 26(c) (1) to include 
the charter of a corporation, regardless of 
the date of incorporation, in the class of con- 
tracts which restrict the payment of divi- 
dends, or (2) by the addition of a subsection 
to subsection 14(a) (2) providing for a 
credit against adjusted net income in the 
amount of the deficit as at the beginning of 
the taxable year.” 











figuring the undistributed profits tax 
was completely changed. The recom- 
mendation of the committee has been 
accomplished indirectly insofar as gain 
and loss on depreciable property is 
concerned in the redefinition of capi- 
tal assets; henceforth a loss on the sale 
of a building may be handled as ordi- 
nary profit and loss in computing net 
income for tax purposes. 

In the 1936 Act, “property used in the 
trade or business, of a character which 
is subject to the allowance for depre- 
ciation” was included in the definition 
of capital assets, and any loss sustained 
upon disposal was subject to the limi- 
tations pertaining to gain or loss on 
sale of capital assets. 

In the 1938 Act “property used in the 
trade or business, of a character which 
is subject to the allowance for depre- 
ciation” has been eliminated from the 


B. Relief in this situation is ac- 
complished by adoption of the second 
half of the Committee’s recommenda- 
tion and is contained in section 26(c) 
(1) of the 1938 Revenue Act, which 
provides for a loss carry-over of one 
year for taxable years beginning after 
December 31, 1938, while section 27(a) 
(3) provides for “dividend-paid credit” 
for “the amount, if any, by which any 
deficit in the accumulated earnings and 
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definition of capital assets and any 
profit or loss on sale of such depre- 
ciating property is treated as ordinary 
profit and loss. 

This redefinition of capital assets 
brings the Treasury more in line with 
good accounting practice and elimi- 
nates one cause of the difference be- 
tween what accountants say is income 
and what the Treasury Department 
contends is net income. 

Under the 1938 Act, if a corporation 
has ordinary income of $100,000 and a 
loss on sale of a building for $100,000 
then there would be no taxable profit 
for the year, whereas under the 193 
Act there would have been a statutory 
taxable income of $98,000 owing to the 
$2,000 capital loss limitation of the prior 
act and to the fact that depreciable 
property was included in the definition 
of capital assets. 


profits, as of the close of the preceding 
taxable year (whether beginning on, 
before, or after January 1, 1938) exceeds 
the amount of the credit provided in 
section 26(c) (relating to net operating 
losses), for such preceding taxable 
year (if beginning after December 31, 
1937).” 

This affords real relief for those cor- 
porations which have deficits and as a 
result cannot pay a dividend because 








C. “A portion of adjusted net income 
should be exempt from the surtax on un- 
distributed profits. It is recommended that 
an additional subsection be added to sub- 
section 14(a) (2) providing a credit against 
adjusted net income in the amount of $15,- 
000 or 20 per cent of the adjusted net in- 
come, whichever is greater. If such a credit 
were allowed, the specific credit provided by 
this section 14(c) could be repealed.” 


D. “Corporations operating under eredi- 
tors’ extension agreements should be exempt 
from the surtax on undistributed profits. 
Accordingly, it is recommended that a new 
subsection be added to section 14(d) ex- 
empting, with suitable restrictions, corpo- 
rations operating under creditors’ extension 
agreements from surtax on undistributed 
profits.” 
















E. “Earnings used or set aside to retire 
indebtedness should be allowed as a credit. 
regardless of the lack of contract providing 
for such disposition. Accordingly, section 
26(c) (2) should be amended to provide a | 
credit for all reasonable amounts used or 
set aside to retire indebtedness. This pro- 
vision should, of course, exclude payments 
of ordinary current trade indebtedness. It 
is reiterated that the setting of an arbitrary 
date should be reconsidered.” 


IV. B. (Continued.) 4 
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of the limitations of their State law. 

Since the principle of the undistrib- 
uted profits tax is applicable only to 
corporations making more than $25,- 


C. - Instead of allowing a flat per 
cent of the net income of all corpora- 
tions to be free from the surtax, section 
14(c) of the 1938 Act provides that all 
corporations with a net taxable income 
of less than $25,000 shall not be subject 
to the surtax on undistributed profits. 

This is accomplished by means of the 
schedule of rates from 124 per cent to 


D. Section 14 of the Revenue 
Act of 1936 is the section imposing the 
undistributed profits tax and a com- 
parable section was omitted entirely in 
the 1938 Act. Section 14 of the 1938 
Act covers the imposition of the tax on 
special classes of corporations which in- 
clude corporations with net incomes of 
not more than $25,000. 

Section 27(a) (4) of the 1938 Act 
provides for a “dividend-paid credit” 
for amounts used to pay indebtedness 
(24 per cent of the amount paid). 
Corporations actually in bankruptcy 
and receivership for any portion of the 


E. Section 27(a) (4) of the Rev- 
enue Act of 1938 provides for a “divi- 
dend-paid credit” for amounts used or 
irrevocably set aside to pay or to retire 
indebtedness of any kind, if such 
amounts are reasonable with respect to 
the size and terms of such indebted- 
ness. As used in this paragraph, the 
term “indebtedness” means only an in- 
debtedness of the corporation existing 
at the close of business on December 31, 
1937, and evidenced, by a bond, note, 
debenture, certificate of indebtedness, 
mortgage, or deed of trust, issued by 
the corporation and in existence at the 
close of business on December 31, 1937, 
or by a bill of exchange accepted by the 
corporation prior to, and in existence 
at, the close of business on such date. 
When the indebtedness is for a prin- 
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ooo the relief granted in the sections 
referred to above is not available to 
those corporations making less than 
$25,000 per year. 


16per cent which is applicable to special 
class net income which is the adjusted 
net income (that is, the gross income as 
defined in section 21 of the 1938 Act, 
less the deductions allowed by section 
23, adjusted for the credit for interest 
on obligations of the United States and 
its instrumentalities allowed by section 
26a.) 


taxable year apparently are treated, 
under section 13(e), somewhat differ- 
ently from ordinary corporations. Sec- 
tion 13(e) provides that for corpora- 
tions in bankruptcy and receivership, 
when the tax is computed under sub- 
section 13(c), the tentative tax shall be 
reduced by 24 per cent of the adjusted 
net income. There is apparently no 
distinction between ordinary corpora- 
tions and those operating under credi- 
tors’ extension agreements. 

Likewise this relief is not applicable 
to corporations making less than $25,- 
000 per year. 


cipal sum, with interest, no credit shall 
be allowed under this paragraph for 
amounts used or set aside to pay such 
interest. 

This provision would result in a con- 
siderable reduction in some corpora- 
tions’ tax payments if the surtax were 
computed as outlined in the 1936 Act. 
However, since the method of compu- 
tation has been changed, a corporation 
is entitled only to a reduction in the tax 
equal to 24 per cent of such dividend- 
paid credit allowed under this section. 
There is no contractual requirement in 
this connection as was the case in the 
1936 Act except that indebtedness itself 
must be evidenced by an instrument. 

The relief granted by this section 
does not apply to corporations earning 
less than $25,000 per year. 
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F. “The dividends-paid credit should be 
the amount of dividends paid during the 
year ending 90 or 120 days after the end of 
the taxable year. Accordingly, it is recom- 
mended that section 27(a) be amended to 
provide that the dividends-paid credit shall 
be the amount of dividends paid during the 
twelve months ending go or 120 days after 
the close of the taxable year.” 


G. “A further important point relative 
to the dividends-paid credit arises from the 
fact that the Treasury Department, upon 
examination of the return, may change the 
adjusted net income originally determined 
in good faith by the taxpayer. Relief from 
this penalty should be granted by allowing 
a dividends-paid credit for the amount of 
any dividend distribution made within sixty 
days of the final determination of such addi- 
tional income. Similar relief should be 
granted in respect of disallowance of divi- 
dends-paid credit. Alternatively, if adminis- 
tration difficulties can be met, it might be 
provided that such additional income shall 
not operate to increase the adjusted net in- 
come for the taxable year to which it be- 
longs, but shall be added to the adjusted net 
income of the year in which it is finally de- 
termined.” 


V. “The present method of taxing capi- 
tal gains and losses is perilous to economic 
stability and should be modified.” 

A. “It is recommended that capital gains 
and losses be segregated in a separate sched- 
ule from other income; taxable at a mod- 
erate, flat rate, without subjection to per- 
centages depending on the period during 
which the asset was held. The $2,000 limi- 
tation on net capital losses should be re- 
moved, and the right to carry forward net 
capital losses as an offset to gains for a 
period of five years should be established.” 








F. No provision is made for a 
dividend year ending go or 120 days 
after the end of the taxable year for 
corporations in general. However, sec- 
tion 27(<) provides for a dividend 
carry-over which has the same effect as 
the dividend carry-over provision of the 
1936 Act. 

In connection with personal holding 
companies, section 405(c) provides for 
a dividend-paid credit against the un- 
distributed net income for “dividends 
paid after the close of the taxable year 
and before the 15th day of the third 
month following the close of the tax- 
able year, if claimed under this subsec- 
tion in the return, but only to the extent 


G. The Treasury Department 
may still change the adjusted net in- 
come originally determined in good 
faith by the taxpayer, but the rate of 
the undistributed profits tax has been 
greatly reduced of course and the 
method of figuring has been changed 
and applies only to the corporations 


V.A. For taxpayers other than cor- 
porations, section 117(b) provides that 
only the following per cent of the gain 
or loss recognized upon the sale or ex- 
change of a capital asset shall be taken 
into account in computing net income 
for tax purposes: 


I. 100 per cent if the capital asset has been held 
less than 18 months taxable as other income. 
2. 66% per cent if the capital asset has been 
held from 18 to 24 months. 


to which such dividends are made in- 
cludable for the purpose of Title I, in 
the computation of the basic surtax 
credit for the year of distribution; but 
the amount allowed under this sub- 
section shall not exceed either: 


1. Accumulated earnings and profits as of the 
close of the taxable year or 
2. Personal holding company undistributed net 
income for the taxable year computed without re- 
gard to this deduction. 
3. Ten per cent of the sum of the dividends 
paid during the taxable year (less the dividends 
paid within 24% months after the close of the 
preceding taxable year allowed as a credit and 
the consent dividends credit.)” 

Corporations earning less than $25,- 
000 per year are not subject to any re- 


lief granted by this section. 


making more than $25,000 per year. 
For personal holding companies sec- 
tion 407 of the 1938 Act grants the right 
to pay a “deficiency dividend” within 
60 days from the date deficiency is 
finally established in connection with 
surtax deficiency for any taxable year 
beginning after December 31, 1937. 


3. 50 per cent if the capital asset has been held 
more than 24 months. 

These last two are considered long-term capital 
gains or losses. 


The rate of the tax on capital gains 
and losses shall be that set forth in sec- 
tion 11 and 12 or that in section 117(c) 
(1-2) for long-term capital gains or 
losses, whichever is less. 

Section 117(d) (2) provides that for 
a taxpayer other than a corporation 
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V. A. (Continued.) 


B. “If the foregoing recommendation be 
not adopted, the least that should be done, 
to render the taxation of capital gains and 
losses more equitable, is remove the present 
$2,000 limitation on deduction of net capi- 
tal losses.” 


C. “If it be found inexpedient, however, 
to remove the limitation on the deduction 
of net capital losses, relief should be pro- 
vided in two cases where the present law 
results in undue hardship.” 

1. “Capital transactions of a part- 
nership should be segregated from other 
income, and the net profit or loss thereon, 
without any limitation, should be allocable 
among the various members, who should be 
permitted to offset their shares of the part- 
nership capital gain or loss against their 
private net capital loss or gain. Restoration 
of the provisions of prior laws in this respect 
is urged.” 


2. “The second of these cases in 
which the present law results in undue hard- 
ship relates to corporate losses resulting from 
the sale of assets used in its business. Capi- 
tal assets, for this purpose, should be re- 
defined to exclude land and depreciable 
assets used in the business of a corporation, 
partnership, or proprietorship.” 


VI. “Consolidated returns should be re- 
quired.” 


VII. “Expenses incurred in the production 
of taxable income should be allowed as de- 
ductions, even though such income does not 
arise from a trade or business. . . . Accord- 
ingly, it is recommended that section 23 (a) 
be amplified to permit the deduction of all 
ordinary and necessary expenses paid or in- 
curred during the taxable year in the pro- 
duction of taxable income.” 











Fear anp Uncertainty of the effects of the 1936 Revenue Act on 
each individual business have been cited as one of the causes of the 
present depression. This uncertainty was brought about principally by 
the undistributed profits section, for the rate of normal income tax 
remained the same for corporations in general. 

Many observers feel that the 1938 Act has added to the confusion. They 
are impressed by the fact that the part which compared with the normal 
corporation rate under the 1936 Act has been so changed that often one 
cannot tell in advance what rate will be applicable. A corporation may 
be in one income class, and as a result take one rate, in one year, and 
in a different class with a different rate in another year. 

Despite the changes made by the new Act a most serious and 
perplexing Federal tax problem still faces the nation today. How shall 
we have an equitable tax, or at least one that provokes less speculation, 
and yet collect the necessary Federal Revenue? 


short-term capital losses shall be al- 
lowed only to the extent of short-term 
capital gains. 


B. Gain or loss on sale of depre- 
ciable property is now treated as any 
other gain or loss, while gain or loss on 
sale of capital assets other than depre- 


C1. In the case of partnerships 
sections 182-3 provide that capital gains 
and losses shall be segregated from or- 
dinary net income or loss and each part- 


2. The committee on Federal 
taxation of the American Institute of 
Accountants recommends a redefini- 
tion of capital assets to exclude land 
and depreciable assets used in the busi- 
ness if the $2,000 limitation on the de- 
duction of net capital losses was not re- 
moved. The $2,000 limitation was not 
removed and the definition of a capital 


VI. Under section 141(a) of the 
1938 Act consolidated returns are per- 
mitted in the case of railroad corpora- 


VII. Section 23(a) (1) of the 1938 


Act is the same as the comparable sec- 
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Section 117(e) provides for a net 
short-term capital loss carry-over for a 
taxpayer other than a corporation. 


ciable assets in the hands of a corpora- 
tion is subject to taxation at 100 per cent 
of the gain, with the loss limitation of 
$2,000 still in effect. Section 117(d) (1). 


ner’s share of both short and long-term 
capital gains and losses shall be treated 
in the same manner as individuals’ 
capital gains and losses. 


asset now excludes (section 117(a) (1) 
of the 1938 Act) property used in the 
trade or business of a character which 
is subject to the allowance for depre- 
ciation provided in section 23L. Ap- 
parently land is not excluded from the 
definition of a capital asset since land 
is generally considered not to be sub- 
ject to depreciation. 


tions, but for corporations other than 
railroads separate returns are still 
required. 


tion 23(a) of the 1936 Act, so that no 
relief was given. 






















e348 








BUSINESS 


N CO NO — 


14 


15 
16 





THE 
DIARY 
JULY - 1938 


XY 


T “li 


- FREAT * 


AVIATION ‘ 


/ 








AND PRIMARIES 





Vast migration of city-folk to country for holiday week-end. 


WituiaM O. Douc.as re-elected SEC chairman. 


ICC authorizes %-cent coach fare rise for Eastern railroads. Dr. 
Arthur E. Morgan sues to regain post as TVA chairman. 


RoosEVELT starts cross-country tour. Dollar continues gain as 
pound reaches lowest point since June, 1937. 


NLRB holds company distribution of literature attacking CIO as 
violation of Labor Act. Department of Justice opens inquiry 
before Federal grand jury of milk companies in Chicago area. 


SupREME Court Justice Benjamin N. Cardozo dies. 


PRESIDENT estimates revised 1938-1939 budget deficit as $4,000,- 
000,000. 


Ickes allots funds for twenty-one municipal power plants. 


Hucues completes world flight in three days, nineteen hours. 
WPA extends pay rises in South to white-collar workers in eight 
States. United States extends indefinitely Chinese silver-buying 
arrangement. Japan cancels 1940 Olympic Games. 


Ever F. ANpREws appointed administrator of Wage-Hour Bill. 


SAMUEL INSULL dies. 
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TVA investigation opened by Congressional Committee. Jesse 
H. Jones, RFC chairman, asks banks to expand lending. Corrigan 
ends California flight in Dublin. Reich stocks slump in worst 
collapse of Nazi regime. 


Mapison, Wis., judge sustains conviction of only five individuals 
and twelve corporations in Madison oil trials. Stock Exchange 
experiences largest turn-over in ten months. Paris welcomes 
British sovereigns. Principal foreign exchanges weaken further. 


SEC chooses Utilities Power and Light Corporation to test “death 
sentence” clause of Holding Company Act. Anti-trust suit against 
eight major film companies and 132 individuals filed by Depart- 
ment of Justice. 


Hu tu asks Mexico to arbitrate seizure of American owned farm 
lands over last decade. Wisconsin Supreme Court reverses previ- 
ous ruling, validating certain sections of “Little TVA.” Chaco 
pact signed by Bolivia and Paraguay. 


Cuicaco Federal court voids NLRB order requiring reinstatement 
of “sit-down” strikers. 


EasTERN fare increase becomes effective. 


Maritime Commission denies union job control on United States 
ships. 


AMERICAN Medical Association and affiliate charged with anti- 
trust violation. 
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TREND OF 


PRODUCTION . . . PRICES . . FINANCE 
Increases in the demand for important durable and consumer 
goods lines caused an upswing in industrial activity during 
July and the first part of August. Retail buying advanced 
more slowly, struggling against adverse weather throughout 
the period. Financial markets settled down to digest the 


heavy gains of June and early July. 


ing subsided to lower levels. Senti- early July rush to fill depleted stocks 


HILE stock markets took a 












breathing spell, industry and 


trade crept forward, extending June 
gains in some instances; in others, mak- 
ing the first forward progress in many 


months. Contra-seasonal increases in 


ment, however, continued unimpaired, 
the lull being termed a normal period 
of digestion, following the June and 


Industrial Production 




















and hedge against advancing prices. 
For July, industrial records revealed 
a broadening of the recovery move- 
ment, with more lines showing ad- 
vances in orders arid production sched- 


activity, or decreases smaller than usual ate 8 pila ules. Instead of the drop in general 
o s . 92 i 3 —s . . . . . 
for the season, enabled some important 1935 1936 1937 rgat manufacturing activity which is nor- 
indicators in July to record highest  fiprany = ped ie a mal for the month, an increase occur- 
¢ Marck 88 u8 a Toe ; " 
levels so far this year. pens 86 Kain ei se red, lifting the Federal Reserve Board’s 
In general, the upswing carried j% ~ “4 st = index from 77 in June to 83, a later 
; ; , ly 86 & gt8 ° ; 
through mid-August, but in many lines {¥,,, 88 108 tn ” figure than the estimate shown on the 
the earlier momentum was lacking. A jpigmber = ae os accompanying graph. 
3 , . : N bi 96 8 ’ } 
more irregular showing was evident in fecember | 101 Hs 4 Consumer goods lines, which were 
commodity prices, and wholesale buy- Paakakaos the first to advance in the current up- 
[ 32] 
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swing, continued to turn in favorable 
reports. With sharp gains in orders, 
shoe factories stepped up operations to 
1937 levels, the increase in production 
between June and July being consider- 
ably more than seasonal. Mill con- 
sumption of silk amounted to 32,593 
bales, 3 per cent more than in June. 
Cotton consumption increased 2 per 
cent, against the usual seasonal trend, 
and rayon yarn deliveries broke all 


Department Store Sales 


Federal Reserve Board Adjusted Index 
1923-1925 = 100 


1935 1936 1937 
January 76 1938 
February 7 Fo 
March 79 88 
April 5 85 
May 74 83 
June 79 78 
July 80 82 
August 97 85 
September 8 
October 
November ft 
December O83 
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records in the history of the industry. 

Heavy industry also began to share 
in the improvement. Reflecting a 
steady upturn in residential building, 
new orders for lumber increased pro- 
gressively week by week. In the third 
and fourth weeks of the month, book- 
ings were the highest in fifteen months. 
In early August, they dropped off 
slightly, but were still close to the top 
levels of 1937. 

Particularly encouraging were the 
signs that industry was beginning to 
expand its productive equipment. 
Orders for machine tools increased for 
the second consecutive month, a 28 per 
cent rise in the index carrying it to 89.6. 
The index of domestic orders advanced 
from 35.7 to 41.8 but remained far be- 
low a year ago, when it stood at 115.4. 

Contra-seasonal gains occurred in the 
pig iron and steel industries. Daily 
output of pig iron was 10 per cent 
higher than in June. Steel ingot pro- 
duction jumped 21 per cent, the oper- 
ating rate advancing from 28.5 in June 
to 33.4 in July. Sustained orders from 
miscellaneous customers accounted for 
some of the improvement, but part of 
the upturn appeared to be for stock- 
building purposes: U. S. Steel ship- 
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ments being lower in the month 
against the increase in production. 
Although no significant change oc- 
curred in demand during the early part 
of August, steel operations continued 
to expand moderately; in the first three 
weeks of the month the production 
rate was close to 40 per cent of capacity, 
or 7 points above the July average. 
While the automobile industry was 
one of the few to show decreased ac- 
tivity during July, even this line had 
some favorable developments to report. 
Retail sales were higher contra-season- 
ally, enabling a further sharp contrac- 
tion in the industry’s stocks. Accord- 
ing to the National Automobile 
Dealers’ Association, by August 1 deal- 
ers held only a thirty-seven-day supply 
of new units and a forty-four-day sup- 
ply of old, indicating a possible short- 


Wholesale Commodity Prices 
U.S.B.L.S. Index—1926 = 100 
May June July Aug. 
Week 1938 1938 1938 1938 


I 77-9 77-7 lo 78.4 
i 77- W ' £8.3 XY” 
it 78 fs LS 28. 
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V 78.6 

















age of stocks before 1939 cars were 
placed on the market. Spurred by the 
better-than-expected consumer buying, 
manufacturers began to recall workers 
early in August, advancing dates for 
the introduction of new models. 

Consumer income totals for July re- 
flected the higher industrial activity. 
Increases in the number employed and 
in the average working week resulted 
in a gain in factory and construction 
payrolls. This improvement showed 
up in higher averages for most of the 
seasonally-adjusted indexes of retail 
trade: the Federal Reserve index for 
department store sales moving up to 
85 from 82 in June, the Chain Store 
Age index of chain-store sales to 108.2 
from 106.3, and our index of consumer 
buying (see following pages) to 75.9 
from 74.8. 

Buying in wholesale markets was 
more active, replenishment of low in- 
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ventories being a significant factor in 
the increased demand. Rail movement 
of miscellaneous freight, which is 
considered an important indicator of 
primary buying, showed a contra- 
seasonal rise over June. Despite a de- 
clining tendency during the month— 
accounted for by a slump in major 
farm products—the general level of 
wholesale prices also averaged some- 
what higher than in June. 

While July’s stock price changes 
failed to match the momentum of the 
June upswing, most averages closed the 
month somewhat higher. Transactions 
on the Stock Exchange exceeded the 
turnover of last July by 18,000,000 
shares, or 87 per cent. (In the first five 
months of the year, they were less than 
half 1937’s volume.) Trading was 
slower and prices somewhat weaker 
during early August, but, except in 
utilities, averages did not break through 
late June levels. 

Figures on corporate issues and com- 
mercial loans again failed to reveal any 
sharp expansion in business credit that 
might reflect extensive preparations for 
a Fall trade revival. They did confirm, 
however, a levelling-off of the long 
downward trend. Total securities put 


Industrial Stock Prices 


Dow-Jones Index (Weekly Average) 


May June July Aug. 
Week 1938 1938 1938 1938 
I 114.09 110.18 Pe oat iw 
il 118.09 114.08 | 136.72 140.36 
Il 115.38 113.03 J 136.77 
IV we 135.39 142.39 
¥ a Fi 142.19 














out by industry and public utilities dur- 
ing July were well below the June level, 
but more than 30 per cent larger than 
in July, 1937. The proportion of these 
issues devoted to new capital was the 
largest in many months. 

Though still irregularly lower, com- 
mercial loans evidenced a sharply re- 
duced rate of decline. In the week 
ended August 10, seven of the twelve 
Federal Reserve districts showed in- 
creases in this account, the net gain for 
all banks amounting to $24,000,000. 























DECREASES UNDER A YEAR AGO 
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N improvement in retail trade was evidenced for the 

first time in eight months, as the United States Trade 
Barometer for July made a 1.4 per cent rise over the June 
level. Last year the index declined irregularly until No- 
vember, and from then on it has dropped continually, 
giving no sign of levelling off until June. At that time, 
the decrease from the previous month was only one-tenth 
of 1 per cent. 

A fundamental change in the condition of retail trade 
as a whole was not immediately reflected, however, by the 
slight July increase. Perhaps the outlook was more en- 
couraging, but volume continued to be low, the index 
standing at a point 21 per cent below July of last year, and 
at a level approximately comparable to that of January, 
1935: 

The steady improvement in trade noted in June and the 
first part of July nevertheless continued to be portrayed 
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TRADE INDEX RISES 


The United States Trade Barometer rose to 75.9 (preliminary) in July from 74.8 in June. 
The Barometer figures are compiled by Dr. L. D. H. Weld, Director of Research, McCann- 
Erickson, Inc.; trade information is reported by 157 district offices of DuN & Brapstreer, INc. 


in the late July and early August picture. A favorable 
indication of continued gain was the fact that department 
store sales, as reported by the Federal Reserve Board, 
showed less than the usual seasonal decline from June to 
July, and caused a three-point rise in the Board’s seasonally 
adjusted index. 

The Dun & BrapstreeT district office reports for July 
evidenced a more optimistic outlook on the whole, al- 
though some regions indicated that no real evidence of 
improved trade activity confirmed the better psychological 
attitude which prevailed. Intense heat dulled the desire 
to shop in some sections, and retail merchants were slow 
to make commitments for the Fall season until more in- 
terest in new merchandise appeared. Clearance sales and 
promotional events commanded a fairly good response, 
however, and the demand for vacation goods and Summer 
apparel carried over into early August. 
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Regional barometers for June show that during the 
month only eight regions failed to narrow the percentage 
decline of trade from last year. Ten of the regions, fur- 
thermore, showed an actual increase in consumer buying 
over May. Iowa and Nebraska led the field, with a rise 
in the regional barometer of 5.6 per cent over May. The 
Chicago, Detroit, and Los Angeles areas showed the next 
greatest improvement, with an average rise of about 2 per 
cent. 

The geographical picture of trade changes did not alter 
a great deal. Relatively good positions held by Texas, 
Louisiana, and Florida were extended to Kansas and 
Oklahoma, the average for these four best States being 
about 12 per cent below last year. Denver and the North- 
east also showed improved positions relative to 1937. Only 
the Salt Lake City and the Portland and Seattle regions 
evidenced a setback, the decline having widened in those 
areas from an average of about 21 per cent below 1937 in 
May to about 26 per cent in June. 


THE MAP AND TABLE compare the June, 1938, indexes with those 
for the same month a year ago. In the column at the extreme right 
of the table there is indicated the relative importance of the regions: the 
figures are percentages of national retail trade from the 1935 Census of 
Business. 

THE INDEXES for the regions (charted, with U. S., from 1928, on 
pages 36-39; figures for July, 1937, through June, 1938, on page 36) are 
composites based on: bank debits (Federal Reserve Board), department 
store sales (Federal Reserve Board), new car registrations (R. L. Polk & 
Company), and life insurance sales (Life Insurance Sales Research Bureau). 
In regions 2, 3, 4, 5, and 14, wholesale sales (Department of Commerce), 
and in region 2, advertising linage (Editor and Publisher), which were 
found to make those indexes more accurate, are included. In region 15, 
department store sales have been omitted. Each index is separately adjusted 
for seasonal variation and for the number of business days in each month. 
All are comparable. The monthly average for the five years 1928-1932 
equals 100. The preliminary figure for the United States (the last month 
charted below) is computed one month before the regional figures are 
available. 

THE PARAGRAPHS printed opposite the 29 regional charts quote 
figures for June based on samples of department and retail stores report- 
ing to the Federal Reserve banks; for July and for the first half of August 
based on opinions and comments of business men in various lines of 
trade, gathered and weighed by the local Dun & BrapstREET offices in 
making up their estimates. 
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REGIONAL TRADE BAROMETERS 


June Retail 
1938 June 1938 1935 
Regional Compared with Sales 
REGION Index June 1937 (%) % 
— 30 -20 -10 0 +10 
U.S 74.8 100.0 
NEW ENGLAND 67.8 18 
NEW YORK CITY 645 10.3 
ALBANY AND 73.2 26 
SYRACUSE 
BUFFALO AND 64.1 19 
ROCHESTER 
NORTHERN NEW 63.2 29 
JERSEY 
PHILADELPHIA 70.4 6.2 
PITTSBURGH 67.3 3.7 
CLEVELAND 71.6 29 
CINCINNATI AND 79.1 31 
COLUMBUS 
INDIANAPOLIS 80.5 2.6 
AND LOUISVILLE 
CHICAGO 77.1 64 
DETROIT 63.0 40 
MILWAUKEE 76.° 2.2 
MINNEAPOLIS 80.4 4.5 
AND ST. PAUL 
1OWA AND 71.2 3.0 
NEBRASKA 
ST. LOUIS 74.4 25 
KANSAS CITY 84.3 3.6 
MARYLAND AND 90.6 3.8 
VIRGINIA 
NORTH AND 92.1 2.1 
SOUTH CAROLINA 
ATLANTA AND 91.8 3.5 
BIRMINGHAM 
FLORIDA 103.0 13 
MEMPHIS 77.7 15 
NEW ORLEANS 88.4 1.0 
TEXAS 99.5 45 
DENVER 87.5 1.3 
SALT LAKE CITY 809 8 
PORTLAND AND 76.4 2.7 
SEATTLE 
SAN FRANCISCO 81.8 3.4 
LOS ANGELES 81.9 3.9 
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REGIONAL TRADE 
REGION  secsec Sbeeeecsenese coccccce U.S. 1 
1937 
POE 66 avin di dncswansbdodoevdncsewe 4 96.2 83.7 
AUBUE «oc ccveccscccocencccecoessee 96.3 80.0 
RIT a5 n2scesendevedvesswewess . 93.8 81.4 
October . wrccccccvcces cecccces ececes 90.6 7.3 
INOVOMIDET occcvercccseccocccesosecee 92.3 80.8 
DRCEARDET. « moevcncccsccocsevseeuncess gl.2 78.7 
1938 
ee REC er re ee os esaeebiwean e 84.8 76.0 
FEDEURTY ccccccesncccccccsccscccsens ° 80.2 74.0 
Mc nKiveaksasehssessasdbensesae 79.4 79.3 
BEE Ue bb voeenubeanutestaoves piphenie 76.7 70.4 
BERT wines bawy0000965 000 Dee anne ueues 74.9 66.5 
PURE we vsbsvvecrccecsionsecs Prrrrrrt 74.8 67.8 
BEGION cccccccvevcascovsve eeecceee 15 16 
1937 
July 2c cccccccccccccccccscscccvesees 88.2 99-9 
AUZUSE o.oo ccccccccccccceccsccovccee 85.1 90.8 
September 83.4 90.3 
ERO sews cicucices 78.5 97.2 
November 76.4 90.3 
December . 81.4 g0.0 
January 86.9 90.8 
February 76.1 80.9 
March 2 . cccccccsccccccvccccsccccocs . 70.6 77.0 
DG i bSpocdeccs sudebtesseSeseseues 71.4 76.9 
DARD 60-4058 50000 05ss0ssesenseossese ° 67.4 79.0 
ONE Sodaeevseeisnesesscescbeseeoass 71.2 74.4 
1. New ENGLAND 
» ™~r 2 
JUNE, 67.8 MAY, 66.5 JUNE 1937, 85.6 


June—Percentage department store sales decreases 
from previous June: Boston 4, Providence 8, New 
Haven 11. JuLy—Percentage retail trade decreases 
from previous July: Portland 25, Manchester 0, 
Boston 5, New Bedford—Worcester—-New Haven 10, 
Springfield 25, Providence 2, Hartford 18. Whole- 
sale trade decreases: Portland 20, Boston 10, Spring- 
Payrolls and production below year ago; 
Shoe industry continues 


held 25. 
slight rise in month. 
active; textile mills show gain; other lines improv- 
ing. Collections rather slow in comparison with 
last July. AuGust—Activity continued in textile 
mills and shoe factories, but new order commit- 
ments slow. Retail trade moderately active, about 


5°% below last year. 


3. ALBANY AND SYRACUSE 

JUNE, 73.2 MAY, 77.5 JUNE 1937, 93.7 
June—Percentage department store sales decreases 
from previous June: Syracuse 12, Northern State 
15, Central State 14. Juty—Percentage retail trade 
decreases from previous July: Albany 10, Bingham- 
ton 8, Gloversville 5, Utica 10, Syracuse 15. Whole- 
sale trade decreases: Albany 20, Syracuse 15. Crops 
good; farm income improved. Payrolls and pro- 
duction below 1937; slight improvement shown in 
month. Film manufacturing and shoe industries 
in Binghamton active. Knitting mills show im- 
Collections generally slower than year 
ago; better in Binghamton. Avucust—Somce in- 
crease in industrial activity and payrolls. Textile 
plants fairly active. Retail trade up slightly. Whole- 
sale buving moderate. 


provement. 


5. NorrHern New Jersey 
JUNE, 63.2 May, 68.4 JUNE 1937, 82.4 
June—Northern New Jersey department store sales 
10%, below previous June. Jety—Newark retail 
volume 18%, below previous July; wholesale trade 
off 21%. Bank clearings 23°/, below year ago in 
Newark, down 20% in Northern New Jersey. Pay- 
(Continued directly opposite) 
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2 3 4 5 6 7 8 
86.8 97-2 89.5 go. gl.0 97-3 104.4 
86.2 96.3 89.5 g1.0 93-3 104.2 105.8 
84.2 95.2 85.7 87.6 88.3 99-7 104.0 
78.9 92.1 83.2 83.2 83.3 92.8 101.2 
78.7 92.9 2.6 82.7 86.5 90.5 87.6 
79-5 89.8 81.5 81.2 85.3 93-5 85.3 
73-5 85.9 78.0 75:3 76.1 80.7 80.9 
71.0 83.2 74-5 74-9 72.6 78.0 78.6 
66.4 78.5 70.7 72.5 70.2 75.9 73.6 
67.6 78.9 68.4 69.4 70.2 74.3 75.1 
65.1 97-5 67.4 68.4 70.8 69.0 74.0 
64.5 73-2 64.1 63.2 70.4 67.3 71.6 
17 18 19 20 21 22 23 

102.3 106.6 107.0 110.1 108.0 92.6 95-9 
102.6 105.5 107.8 112.1 120.4 96.9 106.1 
97-1 108.1 110.5 109.6 114.7 98.3 104.4 
92.7 102.8 100.4 101.5 118.8 04.3 95-4 
92.5 105.2 95-9 101.6 112.1 $v.9 95-5 
98.4 105.0 103.6 109.5 110.3 94.3 105.0 
95-7 95-6 99.1 99.6 99-5 89.1 92.7 
87.3 93.2 92.9 102.5 100.5 85.8 94.2 
85.3 89.5 90.2 97.1 100.6 89.9 05.3 
81.9 05-5 85.8 93.0 94.2 81.7 87.6 
82.7 88.9 91.8 93.1 102.5 80.4 90.9 
84.3 90.6 92.1 91.8 103.0 77-7 88.4 

——Regional Corrected for Seasonal 

enn. S. Variation. 1928-32=100 

san 1928 1930 1932-1934 1936 on 
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REGIONS 


- - 1- 5 

9 10 II 12 13 14 
107.8 116.9 97-4 115.5 99.8 101.4 
IIL.I 113.0 96.0 108.9 100.5 98.9 
110.1 109.3 91.9 110.3 100.8 100.3 
108.0 105.1 87.8 107.1 100.1 99.0 
98.4 103.1 90.3 92.0 98.9 98.7 
95-3 100.7 92.3 $5.9 98.2 93.0 
90.8 92.9 89.1 76.9 93-3 93.8 
88.6 87.7 81.8 92.7 838.4 89.2 
81.5 85.1 83.8 67.8 91.6 87.5 
82.5 89.0 76.5 63.4 85.6 9L5 
80.0 81.4 75.3 61.1 175 85.2 
79.1 80.5 77-1 63.0 76.9 80.4 

24 25 26 27 28 29 
117.5 112.7 100.5 97-9 100.0 100.9 
119.6 111.4 106.4 99.6 101.9 100.8 
115.0 108.3 100.4 96.1 95-1 94.1 
106.9 110.1 99.8 91.6 93.8 95.6 
110.0 107.7 97-3 90.3 100.6 99.4 
114.7 105.0 98.6 87.6 97.0 94.2 
115.8 97-5 89.2 83.7 88.3 87.4 
110.5 95-9 88.9 80.6 82.0 84.0 
103.1 96.6 81.2 76.9 77.4 76.6 
100.3 92.6 84.4 78.0 82.0 82.4 
99.9 91.9 86.6 75.2 84.0 79.8 
99.5 7.5 80.9 76.4 81. 81.9 


2. New York City 
JUNE, 64.5 MAY, 65.1 JUNE 1937, 83.5 


June—Percentage department store sales decreases 
from previous June: New York City 9, Bridgeport 
14, Westchester-Stamford 16. Juty—Percentage 
retail trade decreases from previous July: Bridge- 
port 10, New York City department store sales 14, 
parcel deliveries 1, hotel sales 10. Bank clearings 
16% below year ago in New York, down 6% in 
Westchester County. New York City employment 
off 2% from June level; payrolls show slight in- 
crease. Retail sales adversely affected by intense 
heat; clearance events fairly satisfying. Collections 
slow. Aucust—Building activity increasing. Little 
retail trade since July; department store 
below 1937. Wholesale commitments 


change in 
sales 14% 
still slow. 


4. Bureato aNp RocHesTER 
JUNE, 64.1 MAY, 67.4 JUNE 1937, 84.9 


June—Percentage department store sales decreases 
from previous June: Buffalo 15, Rochester 2. JULY 
—Percentage retail trade decreases from previous 
July: Buffalo 10, Jamestown 9, Elmira 5, Rochester 
18. Buffalo wholesale trade off 10%. Crop pros- 
pects good; prices lower, tending to stimulate Jocal 
consumption. Production and payrolls below year 
ago; up from June in Jamestown, down in Buffalo, 
steady in Rochester. Rochester optical and camera 
factories holding firm. Some increase in employ- 
ment in Jamestown metal industries. Collections 
slow. Aucust—Buffalo steel operations highest 
since last October; payrolls up 2°%% and employment 
1%. Slight advance in retail sales; dollar volume 
still about 10°% below 1937. 


rolls and production below last year; production 
and sales down, employment and payrolls steady 
recently. Volume of building permits substantially 
above June level; still about half last year’s volume. 
Collections slower than last year, and somewhat 
slower than June. Aucusr—Paterson textile con- 
troversy adjusted. Heat affected retail trade ad- 
versely; Newark department stores report sales vol- 
ume about 15% below last year. 
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REGIONAL TRADE BAROMETERS : - - - - - - REGIONS 6 - 13 























6. PHILADELPHIA swebogines! ee piel ee 7. PitrsBURGH 
eor. 5. ariation. -32= 
INE, 70.4 MAY, 70.8 JUNE I I.d IN — = ' 
JUNE, 70-4 »7 J 937> 91-4 Si eli i il cl a JUNE, 67.3. MAY, 69.0 JUNE 1937, 97-9 
June—Percentage department store sales decreases 40 40 June—Percentage department store sales decreases 
from previous June: Trenton 15, Philadelphia 18, 4d from previous June: Pittsburgh-Wheeling 22, West 
Scranton 0, Wilmington 14. Juty—Percentage re- Virginia State 21. Juty—Percentage retail trade 
tail trade decreases from previous July: Trenton '% —— IO)  ecreneee fom previous July: Erie 15, Pittsburgh 


4 23, Clarksburg 10, Parkersburg 15, Charleston 5, 
Bluefield 15; Youngstown retail trade up 10%. 
Wholesale trade decreases: Erie 15, Pittsburgh 25, 
Charleston 5. Smaller crops of wheat, rye, and 
oats expected; large crops of tobacco and hay. Pro- 
duction and payrolls below 1937. Glass manufac- 
turing seasonally slower. Steel production slightly 
higher in Pittsburgh and Youngstown. Collections 
slow. Aucust—Coal buying reflecting seasonal in- 
crease. Wholesale orders slow. Retail trade about 


* noo )§=—ss 25° below 1937. 
7. PITTSBURGH A sink 937 


>, Allentown-Williamsport 18, Philadelphia—Wil- 
mington 10, Reading-Scranton—Harrisburg 5, 
Wilkes-Barre 3, Johnstown 15. Philadelphia whole- 
sale trade off 15%. Continuous rain affected retail 
sales adversely; may cause crop spoilage. Payrolls = 
and production below last year; generally steady 

since last month. Pick-up in leather and textiles 

in Wilmington. Collections slow. Aucust— 49 
Wholesale trade up. Slight gain in retail trade due 
to clearances and promotional events, although 
volume continued 12% below last year. 








6. PHILADELPHIA 
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8. CLEVELAND a Xo- g. CINCINNATI AND CoLuMBUS 
4 4 
JUNE, 71.6 MAY, 74.0 JUNE 1937, 103.6 f JUNE, 79.1 MAY, 80.0 JUNE 1937, 105-3 
Juve—Percentage department store sales decreases |! = June—Percentage department store sales decreases 


= from previous June: Cincinnati 16, Columbus 13. 


from previous June: Cleveland 20, Akron 27, 
Juty—Percentage retail trade decreases from previ- 


Toledo 22. Juty—Percentage retail trade decreases 


























from previous July: Cleveland 10, Akron 32, Can- = 8. - ous July: Cincinnati 8, Portsmouth 30, Dayton- 
ton 45, Lima 15, Toledo 17. Wholesale trade de- — 4 Columbus-Springfield 20, Zanesville 25. Cincin- 
creases: Cleveland—Akron 17, Toledo 20. Crop ook: 20 nati and Columbus wholesale trade off 159%. Crops 
yield situation better than last year; prices lower. 3 = very good; prices low. Payrolls and production 
Payrolls and production down from year ago; fairly E A! =I below last year; steady since June. Cincinnati 


10 manufacturing employment 22% below 1937. 
Labor trouble in Portsmouth shoe industry satisfac- 
torily adjusted. Iron and steel output steady with 

100 ~=June. Collections slow. AuGcust—Industry con- 


steady in month, with slight rise in Cleveland and 49 
Toledo, especially in automotive and safety glass 
industries. Collections slow. Aucust—Increase in | 



















































































































































i steel operations. Gain in machine tool exports. 100— we Te eee | 

F mployment holding firm, but below last year’s = | a | Ai as J tinued slow in general; steel orders increased, with 

i level. Building activity fairly strong. Retail trade _E } | aij a prices firmer. Retail trade good for season; pick- 

even with last month. a i | Se 8 up seen in dry goods line. 

120 120 

10. INDIANAPOLIS AND LOUISVILLE | 11. CHICAGO 
JUNE, 80.5 MAY, 81.4. JUNE 1937,107.8 £ | | lg 4«« JUNE, 77.1 MAY, 75.3 JUNE 1937, 97-3 
June—Percentage department store sales decreases = 10. INDIANAPOLIS AND LOUISVILLEP>, June—Percentage department store sales decreases 
from previous June: Louisville 22, Indianapolis 13, = fl i]s — from previous June: Chicago 15, Peoria 22. JuLy 
Fort Wayne 19. Juty—Percentage retail trade de- 80 | a so —Percentage retail trade decreases from previous 
creases from previous July: Louisville—Evansville = | °~. July: Chicago 13, Rockford 10, South Bend 40. 
15, Indianapolis 12, Fort Wayne 17. Wholesale q BV | Peoria retail trade up 5%. Chicago wholesale trade 
trade decreases: Louisville 25, Indianapolis 20. 120 fF —+— —— 120 ~— off only 5%. Small grain cut, and corn prospects 
Crop yield prospects good; prices down. Produc- al | better than average; farm prices steady. Heavy 
tion and payrolls lower than last year. Metal prod- 3 | a rains and floods caused damage in some sections. 
ucts volume down; slight rise expected. Industrial 100 1 CHICAGO - 100 = Payrolls and production below year ago; slightly 
employment increased somewhat. Collections = | better in month. South Bend manufacturing out- 
slower than last year. Avcust—Manufacturing E | 0 look somewhat brighter, but still below 1937. 
operations unchanged. Wholesale lines show slight sor y i we Collections steady. Avcust—Wholesalers bene- 
increase; still below year ago. Retail sales fairly E ov = fited by Fall Market Week. Camera and canning 
even; department stores stimulated by August sales, w= ii y \ industries active. Lay-offs rumored in some fac- 
but sales 10 to 20% below last year. aa = i| + Ww 129 ‘tories. Retail trade about same as July. 

\ — 
12. Detrorr Ae oor ¢ “ a 13. MILWAUKEE 

JUNE, 63.0 MAY,61.1 JUNE 1937,103.6 = gE N. } & wo JUNE,76.9 MAY,77.5 JUNE 1937, 100.1 

j June—Detroit department store sales 28% below E V ms iis June—Milwaukee department store sales about 
previous June. JuLy—Percentage retail trade de- Ef . fy ¥ 4 19% below previous June. JuLy—Percentage re- 
creases from previous July: Detroit 20, Grand 120 gf te Pht 120 ~—«tail trade decreases from previous July: Milwaukee 
Rapids 12, Saginaw 25. Wholesale trade decreases: Py Wi 17, Green Bay 10. Milwaukee wholesale trade 
Detroit 25, Grand Rapids 15. Grain and corn crops & ~] off 15%. Hay and canning crops large; quality 

> _ ¢xcellent; prices steady. Payrolls and production — 100 100 © good; prices low. Grain prospects also good. Pay- 

5 below year ago; also below June. Most General 3 . oe lM rolls and production down from 1937 in Mil- 

; Motors plants closed until September 1 for inven- E r \ 7] waukee, up in Green Bay. Green Bay tissue paper 

: tory and change-over for new models; automobile — EF 1 wwe 8 and tissue products mills report six and seven-day 

: production down, but manufacturers buying ma- E fe aint weeks. Other industries show sales and produc- 

fj terials. Collections continue slow in comparison E fh | tion off but improving slightly. Collections con- 

a with last year, Aucust—Fall wholesale orders 6 6 tinue slow. Avucust—Foreign shipments through 

a larger than expected. Re-employment in Ford 2 a! Milwaukee show tremendous increase. Retail 
factories. Retail volume about 30% below last _E bers trade up to level of last year. Automobile sales 
August; usual slight decline due to weather. ~ 1928 1930 1932 1934 1936 J} FMAM) © prospects reported good. 
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14. MINNEAPOLIS AND St. Paut 
JUNE, 80.4 May, 85.2 JUNE 1937, 95.8 


June—Department store sales in the district 5% 
below previous June. JuLty—Percentage retail 
trade decreases from previous July: Duluth—Great 
Falls 20, Minneapolis-St. Paul 6, La Crosse—Fargo— 
Sioux Falls o, Billings 15, Butte 18. Whole- 
sale trade decreases: Duluth 18, Minneapolis 10, 
Great Falls 15. Ideal weather forecasts best wheat 
and hay crops in years. Farm prices down; total 
income prospects better than year ago. Payrolls 
and production below last year; generally steady 
since June. Iron mining and ore shipments on 
upgrade. St. Paul strike in sash and door line 
settled. Collections slow, pending bumper crop 
harvest. Aucust—Trade aided by Market Week 
and August sales. 


16. St. Louis 


JUNE, 74.4 MAY, 79.0 JUNE 1937, 91.9 
June—Percentage department store sales decreases 
from previous June: St. Louis—Quincy 11, Spring- 
field 7. Juty—Percentage retail trade decreases 
from previous July: St. Louis 8, Springfield (Mo.) 
5, Springfield (Ill.) 13, Quincy 15. St. Louis 
wholesale trade off 15%. Vegetable crop pros- 
pects good; apple and peach crops below 1937 
due to insect damage and Spring frosts; rains 
beneficial to corn. Payrolls and production be- 
low year ago; steady since June. Improvement in 
shoe industry. Quincy plants on part time. Col- 
lections fairly steady. AuGust—Wholesalers of 
Fall dresses, knitwear, and fur coats benefited 
most by Market Week. Retail sales somewhat 
below July. 


18. MarYLAND AND VIRGINIA 


JUNE, 90.6 May, 88.9 JUNE 1937, 108.0 
June—Percentage department store sales decreases 
from previous June: Baltimore 10, Washington 1, 
Richmond 8, Virginia State 9. Juty—Percentage 
retail trade decreases from previous July, Balti- 
more-Richmond 5, Washington 4, Norfolk 6, 
Lynchburg-Bristol 8, Roanoke 9. Wholesale trade 
decreases: Baltimore 6, Norfolk-Richmond 7. 
Heavy rains affected both retail trade and crops 
unfavorably. Hardware and building supply vol- 
umes compare favorably with 1937. Payrolls and 
production below 1937, but steady in month. 
Collections generally below year ago, but fairly 
steady in Washington and Richmond. Avucust— 
Industrial and wholesale activity still below year 
ago. Retail trade improved. 


20. ATLANTA AND BIRMINGHAM 
JUNE, 91.8 MAY,93-I JUNE 1937, 111.3 
June—Percentage department store sales decreases 
from previous June: Atlanta 4, Birmingham 16, 
Montgomery 19, Chattanooga 7. JuLy—Percentage 
retail trade decreases from previous July: Atlanta 
2, Augusta 5, Columbus 10, Macon 3, Savannah 
5, Birmingham 20, Montgomery 4, Mobile 15, 
Chattanooga o, Knoxville—Nashville 8. Wholesale 
trade decreases: Atlanta—Birmingham 15, Nashville 
5. Extensive rainfall has materially damaged cot- 
ton prospects. Payrolls and production below 1937, 
but gencrally above Junc. Building materials de- 
mand has increased. Textile plants show increased 
operating schedules. Collections fair. 
Wholesale and retail trade advancing slightly as 
cotton harvest approaches. 


AuGust— 
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15. lowa AND NEBRASKA 
JUNE, 71.2 MAY, 67.4 JUNE 1937, 84.7 
June—Omaha department store sales 2% above 
previous June. JuLty—Percentage retail trade de- 
creases from previous July: Burlington—Dubuque- 
Sioux City 10, Cedar Rapids 2, Davenport 20, 
Des Moines 6, Lincoln 5, Omaha 14. Wholesale 
trade decreases: Sioux City 8, Des Moines 10, 
Omaha 13. Wheat, oats crops disappointing; corn 
looks good, needs rain. Production and _ payrolls 
below year ago; fairly steady since June. Cedar 
Rapids food processing plants seasonally slow; 
Dubuque sash and door mill on four-day week; em- 
ployment fairly steady. Considerable labor trouble 
in territory. Collections better than average. 
Aucust—Industry quiet; building prospects im- 
proved. Wholesale orders slow. Retail trade quiet. 


17. Kansas City 
JUNE, 84.3 MAY, 82.7 JUNE 1937, 98.9 


June—Percentage department store sales decreases 
from previous June: Kansas City 11, Wichita 5, 
Oklahoma City 9, Tulsa 7. Juty—Percentage re- 
tail trade decreases from previous July: Kansas City 
5, St. Joseph 10, Topeka 8, Wichita 5, Oklahoma 
City 15, Tulsa 5. Wholesale trade decreases: Kan- 
sas City 0, Oklahoma City 10. Crops in good 
condition; large wheat crop; corn promising, but 
in need of rain. Payrolls and production below 
year ago; steady in month. Railroad shops now on 
five-day week. Oil industry still at standstill. Col- 
lections slower than last year. Aucust—Low farm 
prices, vacations, and hot weather combined in de- 
pressing retail trade. Fall wholesale merchandise 
commitments conservative. 


19. NortH AND SouTH CaROLINA 


JUNE, 92.1 MAY,9I.8 JUNE 1937, III.7 
June—Percentage department store sales decreases 
from previous June: North Carolina 6, South 
Carolina 14. Juty—Percentage retail trade de- 
creases from previous July: Asheville 7, Charlotte- 
Raleigh 5, Wilmington-Charleston 10, Columbia 
o, Greenville 13; Winston-Salem retail trade up 
2%. Wholesale trade decreases: Wilmington 8, 
Charleston 15, Winston-Salem 4. Cotton and 
tobacco crops generally good; rains damaged some 
sections. Production and payrolls below year 
ago; some improvement in month. Greater de- 
mand for textiles and furniture. Collections slow. 
Aucust—Building permits show increase over year 
ago. Retail trade up 5% from July, but down 
12°% from last year. 


21. FLorimwa 


JUNE, 103.0 MAY, 102.5 JUNE 1937, 120.5 
June—Florida department store sales 14% below 
last June. Juty—Percentage retail trade decreases 
from previous July: Jacksonville 14, Miami 6, Tam- 
pa, 7. Wholesale trade decreases: Jacksonville 12, 
Tampa 18. Crops out of season; tobacco auctions at 


Live Oak and Lake City opened with heavy de- 7 


mand and good prices. Jacksonville payrolls and 
production even with 1937; below in Tampa, 


where big drop in cigar production occurred. 


Jacksonville cigar industry continued active; ]um- 
ber and sawmill business reported no pick-up; 
some gain noted in turpentine industry. Col- 
lections fairly steady; slow in Miami. Aucust— 
Department store sales above year ago. Miami 
port appropriation approved. ‘Tobacco sales good. 
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22. Mempuis 
JUNE, 77-7 MAY, 80.4 JUNE 1937, 96.2 


June—Percentage department store changes from 
previous June: Memphis —14, Fort Smith +5, 
Little Rock —4. Juty—Percentage retail trade 
decreases from previous July: Memphis 5, Fort 
Smith 18. Memphis wholesale trade off 20%. 
Cotton and corn crops in fair condition; recent 
dry heat bad for corn. Production and payrolls 
below year ago; slight improvement since June. 
Lumber business considerably improved because of 
government building aids. Furniture factories 
operating half-time. Collections slower than year 
ago; steady recently. AuGust—Crop prospects 
good due to favorable weather; boll weevil and 
leaf worm threaten cotton as usual. Retail trade 


sluggish. 


24. TExas 
JUNE, 99-5 MAY,99.9 JUNE 1937, 113.0 


June—Percentage department store sales changes 
from previous June: Dallas-Shreveport —6, Fort 
Worth —2, San Antonio —8, Houston +3. 
Juty—Percentage retail trade changes from pre- 
vious July: Dallas —10, Fort Worth-Lubbock- 
Houston-Galveston ++-2, Wichita Falls +-5, El Paso 
—15, Waco o, Austin-San Antonio —5. Whole- 
sale trade changes: Dallas —10, San Antonio —22, 
Shreveport —15, Houston +4, Fort Worth —5. 
Most crops not in season; cotton fairly good in 
most sections. Payrolls and production below last 
year; steady recently. Employment increase in Aus- 
tin expected through building of new flood control 


dam. Collections generally steady. AuGust— 
Retail trade 10% below year ago. 

26. Sart Lake City 
JUNE, 80.9 May, 86.6 JUNE 1937, 103.9 


June—Salt Lake City department store sales 5% 
below previous June. JuLty—Salt Lake City retail 
trade 10% below previous July; wholesale trade 
off 5%. Crops in excellent condition; prices 
lower than last year. Grain, corn, and sugar beets 
in fine shape; range conditions good. Industrial 
payrolls and production below year ago; since 
June, production and sales steady, employment 
and payrolls improved. Part of employment slack 
taken up by canning season. Collections steady. 
Avucust—Unemployment conditions relieved some- 
what due to canning activity. Building permits in- 
creased 15% over 1937. Wholesale sales up 5%; 
slightly below last year. Retail trade improved; 
10% below year ago. 


28. San Francisco 
JUNE, 81.8 May, 84.0 JUNE 1937, 97.6 


JunE—Percentage department store sales decreases 
from previous June: San Francisco 3, Oakland 5. 
Juty—Percentage retail trade decreases from pre- 
vious July: San Francisco 10, Sacramento 6, Fresno 
10. San Francisco wholesale trade off 12%. Crop 
yield good except apricots and peaches. Unusually 
heavy crop of melons, grapes. Prices low. Payrolls 
and production below last year; steady to lower 
recently. Heavy carry-over of canned goods; 
canners’ packs reduced; labor troubles continue in 
warehouses and American Can Co. plants. Build- 
ing operations outlook favorable. Collections slow 
compared with last year. AuGcust—Industrial ac- 
tivity somewhat improved. Wholesale and retail 
sales slow and below year ago. 
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23. New Or.eans 

JUNE, 88.4 MAY, 90.9 JUNE 1937, 98.4 
June—New Orleans retail trade 3% below pre- 
vious June. Juty——Percentage retail trade changes 
from previous July: New Orleans +6, Jackson 
—z20, Meridian —15. New Orleans wholesale 
trade off slightly. Continued rains having un- 
favorable effect on crops; rice harvest and cotton 
ginning hindered; cane growing satisfactory. Pay- 
rolls and production below year ago in Meridian; 
steady in Jackson and New Orleans. Petroleum 
industry still leading. Activity has begun in shrimp 
industry. Lumber industry slightly off, due to re- 
cession in building activity. Collections steady. 
Aucust—Wholesale dry goods and notions trade 
down slightly. Despite unfavorable weather, de- 
partment store sales holding up. 


25. DENvER 
JUNE, 87.5  MAY,QI.Q9 JUNE 1937, 107.5 


June—Denver department store sales 10% below 
previous June. JuLy—Percentage retail trade de- 
creases from previous July: Denver 8, Albuquerque 
20; improvement noted in sales of new automobile 
units, men’s and women’s wearing apparel. Denver 
wholesale trade off 15°. Crop situation favorable; 
prices quite low. Payrolls and production below 
last year, steady since June. Railroads show 
seasonal rise in traffic. Mills still quite inactive, 
level with June, but below last year. Increase in 
building evidenced. Collections very slow. AucusT 
—Crop yield prospects favorable. Tourist trade 
improved. Wholesale inventories fairly heavy. Re- 
tail sales steady; some improvement noted in food 
products division. 


27. PoRTLAND AND SEATTLE 

JUNE, 76.4 MAY,75.2 JUNE 1937, 105.1 
June—Percentage department store sales decreases 
from previous June: Seattle 10, Tacoma 19, Spo- 
kane 11, Portland 10. Juty—Percentage retail 
trade decreases from previous July: Seattle 10, 
Tacoma 10, Spokane 5, Portland 11. Wholesale 
trade decreases: Seattle 10, Portland 9. Crops 
good, but low prices causing grain to be held; 
berries show little if any profit. Strikes and largest 
forest fires in history beset lumber industry, but 
orders steady to increasing. Heavy carry-over of 
salmon. Payrolls and production below year ago; 
steady in month. Collections vary, steady to slow. 
Aucust—Tourist trade below normal. Lumber 
orders increased in advance of production. Retail 
trade declined somewhat. 


29. Los ANGELES 
JUNE, 81.9 May, 79.8 JUNE 1937, 99.1 


June—Percentage department store sales decreases 
from previous June: Los Angeles 8, Phoenix 1. 
Juty—Percentage retail trade decreases from pre- 
vious July: Los Angeles-San Diego 10, Los Angeles 
wholesale trade off 12°4. Sales of women’s wear 
slow due to Summer heat. 
doing well. Payrolls and production below year 
ago; steady since last month. Higher price of 
copper causing some re-employment in Arizona 
mines. Collections quite slow. Aucust—Gift and 
Art Show resulted in wholesale orders 10° in 
advance of last year. Motion picture production 
slightly below year ago. Department store sales 
increased 1 to 5%; retail sales still below 1937. 
Wholesale activity spotty. 


Crops good; melons 











INDUSTRIAL AND COMMERCIAL FAILURES 


























77-B PETITIONS § 


Dun’s Inso_veNncy INDEx ¢ TOTAL INDUSTRIAL AND 
NuMBER OF FaILuRES LiaBILITIEs * Unapjustep Apjustep ¢ CAsEs Com’ L Cases 

| 1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 

Jan. . « 33320 “S12. 25077 15,035 8,661 18,104 73.0 46.0 63.0 60.1 37.4 51.2 72 38 70 60 31 59 

Feb. .. 1,071 721 856 13,359 95771 14,089 70.1 48.4 56.6 60.9 42.1 48.8 94 45 82 80 35 = (68 

Mar. .. 1,088 820 946 15,567 10,922 16,271 60.4 44.9 53-3 59:8 44.9 53.3 ot 73 «52 79 44 «43 

Apr... 1,116 786 830 20,106 8,906 14,157 61.9 46.4 50.4 60.1 45.5 49.4 ” 52 50 59 34. «38 

May .. 1,053 834 832 14,559 8,364 15,375 56.0 45.4 46.4 55.4 45-4 46.4 87 61 50 72 43 44 

June .. 1,018 670 773 12,236 8191 9,177 60.8 39.3 44.6 64.0 41.4 46.9 63 53 62 55 35 46 

July .. 995 618 639 1,793 7:766 9,904 54-8 36.0 38.3 61.6 40.0 42.6 53. 59. 37 43 36 33 

Aug. .. ~» (907 655 sees 2016 8ia71 sino) “eek Gee 44.8 42.6 i See 6 a SSh - Raw 

Sept. .. 564 586 8,393 9,819 34-0 33.4 40.5 39.8 ic GERe 38 co. ae 

Ort... . 768 611 9,335 8,266 42.6 36.2 46.3 39.3 -- 64 48 -- 48 33 

Nov. .. 786 688 10,078 11,532 49.2 44.3 47.8 43.4 + (368 48 c« SS. “30 

Dec... 932 692 13,291 12,288 Sece) (5385 sad 53-5 42.6 s« 90 35 =, SQ 29g 

Total... ... 9,017 9,185 - 115,594 147,253 43-7 45-4 44.2 45.5 687 593 495 466 
* In thousands of dollars. + Apparent annual failures per 10,000 enterprises. t For seasonal variation. § For corporate reorganization. 








ANALYZING THE RECORD OF INDUSTRIAL 
and COMMERCIAL FAILURES 


JULY 


AILURES like everything else slow 

down in the Midsummer months. 
During July they numbered 995 with 
$10,793,000 liabilities compared with 
1,018 in June with liabilities of $12,- 
236,000. 

The present situation in failures il- 
lustrates well the advantage of careful 
analysis by means of the insolvency 
index and seasonal adjustments. The 
trend in actual numbers has fallen 
slightly each month since April and 
would seem to have conformed to the 
usual seasonal movement. However, 
since each month has a different num- 
ber of working days a smooth trend in 
monthly totals often means an erratic 
movement on the basis of an equal 
number of working days, and contrari- 
wise, an erratic monthly movement 
often evidences a smooth daily trend. 
The insolvency index, which corrects 
for the variation in number of working 
days and relates the failures to firms in 
business shows that in June failures 
were really on the increase and that 


DUN’ S REVIE 





FAILURES LOWER 


THAN THE NUMBER 


although in July the index dropped, 
the level was only slightly lower than 
in May. The figures of the index are 
as follows: 56.0 in May, 60.8 in June, 
and 54.8 in July. 

The usual course of the index is a 
steady and appreciably downward 
movement from April to September, 
with July some 12 per cent lower than 


MonTHLy TREND OF 


FOR JUNE 


May. When the insolvency index is 
adjusted for this seasonal movement it 
is found that after maintaining a level 
for the first four months of the year, 
failures in May turned on a downward 
course, but in June started up again, 
and in spite of the July recession are 
at present above the earlier level. The 
entire 1938 level compares most un- 


THE INSOLVENCY INDEX 
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favorably with that of 1936 and 1937. 

It is usual for all industry groups to 
take part in the July decline, but al- 
though retail failures dropped approxi- 
mately according to seasonal expecta- 
tions manufacturing failures increased 
from 172 to 191, or 11 per cent. The 
accompanying large table shows that 
the rise took place in foods, forest prod- 
ucts, paper and printing, chemicals, 
stone products, and machinery, or in 6 
of the 12 groups. 

Wholesale failures also did not show 
any decided drop, because of an in- 
crease in miscellaneous lines. In retail 
trade, apparel failures were well down, 
foods showed little change, and res- 
taurant failures increased. 

Compared with a year ago, total fail- 
ures are now well over 50 per cent 
higher than last July, as the following 
table shows by industries. In whole- 
sale trade the increased failures were 
well distributed over all lines. In retail 
trade, apparel shop failures were main- 
ly responsible. 





July July Per Cent 

INpustry Groups 1938 1937 Change 
Manufacturing 191 131 +46 
Wholesale Trade 97 52 +87 
Retail Trade...... 617 379 +62 
Construction ..... 45 31 +36 
Commercial Service 45 25 +80 
Total 995 618 +61 


The July increase in manufacturing 
failures took place among the smaller 
companies with liabilities under $25,- 
000. Compared with a year ago, how- 


FaiLures By INpustri1aL Groups 
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ever, the greatest increase was in the 
larger companies with liabilities be- 
tween $25,000 and $100,000. Likewise 
in retail trade, the largest percentage 
increase was in the $25,000 to $100,000 
group, although of course the bulk of 
retail failures are small companies. 

Only four very large failures with 
liabilities over $100,000 were reported 
in July, the lowest number for the year. 
There were 9g in July, 1937. 


July July Per Cent 

LIABILITIES 1938 1937 Change 
Under $5,000 . 415 274 +52 
$5,000-$25,000 .. 495 290 +72 
$25,000-$100,000 . 8 45 +80 
$100,000 and over | 9 —55 
ROGID arc wees) 995 618 +61 


MontHLy TREND oF 77-B Cases 
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The movement of July failures over 
the country was most varied. In four 
Federal Reserve Districts, New York, 
Boston, Cleveland, and Minneapolis, 
failures declined, with the latter district 
showing a total drop of 56 per cent, 
which was spread over all industry 
groups. Chicago, Atlanta, and San 
Francisco Districts reported increases. 
Atlanta’s increase was 100 per cent, 
which broke a record of continually 
fewer failures since the beginning 
of the year and brought the level of 
that district back to that of the first 
months of the year. This big jump 
was caused by increases in all industry 
groups, particularly in the States of 
Georgia, Florida, Tennessee, and Ala- 
bama. Failures in the remaining five 
districts remained unchanged. Only 
the Dallas District experienced fewer 
failures than a year ago, which is a 
situation most contrary to that of the 
rest of the country. 

The movement within the large cities 
was also varied. The number of fail- 
ures in Chicago was considerably 
higher than it was for June, but this 
increase was offset by declining failures 
in New York City and several others, 
so that the net change in the numbers 
in the 25 largest cities was an increase 
of three. Failures in the rest of the 
country as a whole declined. 




















FEDERAL RESERVE Jan.-July  Jan.-July Per Cent 

District 1938 1937 Change 
Richmond .. .. 360 300 + 20 
Minneapolis ... 140 113 + 24 
New York.... 2,167 1,679 + 30 
Kansas City. . 336 246 + 37 
PORES: 5 655.3 147 100 + 47 
Boston . 729 495 + 48 
San Francisco . 858 575 + 50 
Cleveland ... 565 373 + 50 
Philadelphia 459 277 + 66 
Chicago . 1,210 739 + 64 
Atlanta ..2.5...:. 380 204 + 86 
St. Louis 310 159 + 94 
OMAN eis eros 7,661 5,260 + 46 

77-B Cases 


Applications for corporate reorgani- 
zation under Section 77-B likewise de- 
clined in July. Fifty-three cases were 
recorded, compared with 63 in June 
and 59 a year ago. After maintaining 
a high level in the first five months of 
1938, numbers have fallen during June 
and July to the lowest point since last 
September. The decline has taken 
place in manufacturing and retail trade 
cases, with the smaller groups not 
showing much change. The number 
of cases in the main industry groups 
differed only slightly from those a year 
ago, the change mainly in the non- 
commercial and industrial cases. 


77-B Appuications BY Main Divisions 
oF INpUsTRY—JULY 1937 AND 1938 


July June July 

1938 1938 1937 
Manufacturing ...... 19 26 13 
Wholesale Trade..... 6 5 3 
Retail Trade... ....5% 12 16 13 
GConsirGction: .. ......  .. 3 2 
Commercial Service... 6 5 5 
oe gt ee 10 8 23 
Total United States... 53 63 59 


(*) Not included in tabulation of commercial failures, 
such as real estate and investment companies. 

The current July cases as a whole 
were small companies, recently estab- 
lished. Half of the 43 commercial and 
industrial cases were capitalized under 
$25,000, and there was only one with 
capital in excess of $500,000. Thirty 
of the 43 cases had been established 
since 1930. There was only one really 
old company in the month’s cases, 
which had had an extended and suc- 
cessful history. 


Note: In Dun’s Statistica Review there ate published 
more detailed failure statistics by States, large cities, in- 
dustrial divisions, and size of liabilities. 
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Faitures sy Divisions or INnpustry—JULY, 1938 AND 1937 
(Liabilities in thousands of dollars) 

-—— Number ——, ———— Liabilities ———_, 

July June July July June July 

: ; 1938 1938 1937 1938 1938 = 1937 
TOTAL UNITED'S TAPES ooo 5S bk oe Se 995 1,018 618 10,793 12,236 7,766 
MANUFACTURING (total). ............02. 19] 172 131 3,214 3,808 2,988 
HOCUS ia Fisi ds Miwslereviea octal a ete 27 18 33 305 304 577 
OSC oR Oe a Ee Coch te ee a OE ee 56 59 36 834 996 1,163 
BOLESt PMO UCIG os ene eclaieis Scie Gc wiees 2 16 10 338 192 152 
Paper, Printing and Publishing........ 20 15 12 293 279 184 
GShemicals and oratgs |... 65 ccd sors ae 7 2 4 100 II 13 
“lie | SIE Sonn Se Ae cee ho eng Iago I 6 I 95 1,062 27 
Leather and Leather Products......... 6 7 3 166 94 53 
Stone, Clay, Glass and Products. ....... 6 4 4 350 152 210 
MUGIRARANOUCEN & ociare- cise Secs oss FS aee 12 15 5 243 196 31 
oe OS ER eee or ee eee 2 6 6 231 75 67 
Transportation Equipment. I 4 4 18 98 74 
CN LEC 1 Sol Sa cae Dan eens Ore eee 20 20 13 241 349 437 
WHOLESALE TRADE (total)........... 97 98 52 1,927 1,214 1,043 
Farm Products, Foods, Groceries. ..... . 24 2 25 445 536 318 
Clothing and Furnishings. ........... 9 6 3 gl 56 30 
Dry Goods and Textiles............ ; 2 5 2 go 49 52 
Lumber, Building Materials, Hardware. . 9 8 4 1g! 109 94 
Chemicals:and Drags... os... 256064: 4 3 6 30 14 63 
che aA 5 BRUINS ea ec rete eae 2 4 2 473 100 II 
Automotive Products. ..............-. 6 9 3 55 129 222 
TE ia! 2 UCT a re a eee 9 9 2 gi 68 16 
PARE ROMIRIE oe one, eens hie Se eS aa 32 12 5 461 153 237 
Reva. Trane (total)... 3.000010 ee x ec.3ace 617 649 379 45855 5,626 2,861 
RES <3 Stor eles eRe as ear otne aaa 157 162 140 920 754 800 
Farm Supplies, General Stores......... “7 22 II 122 169 74 
General Merchandise. ..........55.+. 29 28 14 378 198 102 
POOR Fa 5 ow ace Roa eaieer es 132 151 51 879 1,149 271 
Furniture, Household Furnishings. . 46 47 17 511 632 231 
Lumber, Building Materials, Hardware. . 33 35 24 388 261 134 
Automotive Products:. . 2... 6666665550 58 59 35 610 1,253 433 
CR AEMNES 5 ccc tesc, 3 Ratins (ohds3 2g aja eee se 66 56 25 477 519 213 
MORAN ao sh gce seid /etincg ahsr aioe wav espta gs wihecee 35 40 29 233 307 305 
Per eo Oi. Satins Tease easement 44 49 33 337 384 298 
Consteccrion Got)”. 655s je rciwincdcs!2 45 57 31 376 1,128 473 
General Conttacters 5260 o's aw cia sox 6 14 4 60 314 48 
Carpenters and Builders............-- 14 17 10 142 545 180 
Building Sub-contractors. ...........- 25 25 16 174 254 219 
Other Contractors : I I A 15 26 
CoMMERCIAL SERVICE (total) 45 42 25 421 460 401 
Cleaners and Dyers, Tailors........... II II 9 72 110 34 
Haulage, Buses, Taxis; etc... 2... ..3s0 0 16 9 8 142 150 218 
PAGERS aha nares Cae ee eials. osha I 4 2 28 46 110 
MMIRARR OS Perch coe esl sy nie aa is Nieteeate 3 5 44 67 a 
COE OE Oa ee Se oe ae 8 4 85 30 4 
PU AGERET oi Sea eeaeae wisatale sates 6 9 5 49 57 35 


Canadian Failures 


Canadian failures totalled 72 with 
$826,000 liabilities compared with g2 
and $672,000 liabilities in June, and 
with 56 in July, 1937, with $516,000 lia- 
bilities?! The decline from June was in 
the small failures. Those in the two 
larger sized groups increased, resulting 
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in the $154,000 increase in liabilities. 
Industrially the decline was in retail . 
trade and commercial service failures, ; 
with manufacturing and retail trade 
failures slightly up. Geographically, 
there was not much change in the 
Province of Quebec, but fewer failures 
were reported in Ontario, Saskatche- 
wan, and Alberta. 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 


| More detailed figures appear in ‘‘Dun’s StatisticAL Review"’ 









































Building Permit Values—215 Cities Dun & Bradstreet | 
Geographical July july Chena — Chines Weekly Food Price Index 
Groups: 1938 1937 P. Ct. 1938 P. Ct. The index represents the sum total of the 
New England. . . $5,009,246 $6,883,789 — 27.2 $4,552,916 + 10.0 wholesale price per pound of 31 commodi- 
Middle Atlantic 82,814,473 25,092,043 +230.0 29,178,127 +183.8 ties in general use: | 
South Atlantic 8,566,323 10,047,568 — 14.7 8,569,672 — 0.1 
East Central . : 16,5595774 21,035,388 — 21.3 15,176,788 + 9.1 Weeks: 1938 1937 1936 1935 
South Central . . -75920,962 6,769,693 + 17.0 10,190,729 — 22.3 Aug. 23.... $2.42 $2.87 $2.82 $2.74 
West Central ; 45,041,934 5,124,211 —— 2 4:599:453 — 12.1 Aug. 16.... 2.41 2.90 2.85 2.75 
Mountain’... 2.22. 1,439,388 1,678,123 — 14.2 1,518,101 — 5.2 Aug. 9.... 2.44 2.90 2.82 2.71 
Pacific 14,356,658 14,703,590 — 2.4 13,850,641 -—. 24 Aug. 2.... 246 -200. 284 2.47 
es july .26:... 247 289-297 2G 
Total U.S; $1 40,708,758 $91,334,405 + 54.1 $87,636,427 + 60.6 July 19.... 2.46 2.88 2.76 2.60 
New York $72,966,921 $16,426,736 +344.2 $22,436,761 +225.2 july Zc. “RAG - as — 
Outside New York $67,741,837 $74,907,669 — 9.6 $65,199,666 + 3.9 July 5.--- 24% 2.90 2.7 a 
HicH Low 
ea ; eS a5 1938.. $2.53 Jan. 4 $2.34 May 10 
1937.. $3.01 Mar. 16 $2.56 Dec. 28 
Bank Clearings—22 U. S. Cities 1936.. $2.94 Dec. 29 $2.52 May 19 
(Millions of dollars) ie Peeters aoe 
Monthly ~ r Daily Average————_, 
1938 1937 1936 1938 1937 1936 Dun © Bradstreet 
January peinseranshe 21,798 27,226 25,262 871.9 1,089.0 971.6 Daily Weighted Price Index 
February ..... 17,583 23,720 22,065 799.2 1,078.1 959-3 : — 
March . rates 22,822 29,412 26,610 845.3 1,089.3 1,023.4 30 Basic Commodities 
2.) 21,667 26,086 24,711 833.4 1,003.3 950.4 (1930-1932 = 100) 
May tenes 20,169 23,951 22,473 806.8 958.0 898.9 - 
JURE eas ss 23,959 25,903 26,148 921.5 996.3 1,005.7 1938 Y 
[rere 21,62 26,015 24,766 865.0 1,000.6 952.5 Aug. July June May 
PROBUS E25 5 2 22,260 25269 jj. ....- 856.2 818.0 Bs. 104.49 105.63 102.89 +.... 
September ; ; 24,076 ct 7 re 963.0 957.1 ie 104.36 *.... 102.43 107.06 
October... 2405 ae 24,668 25,852 Sere 986.7 994.3 Cee 104.77 t.... 102.98 106.98 
November ae Sue 21,796 24,554 ep esane 947.6 1,116.1 as $04.64: Tisis Fick AGRE 
December Saale 25,805 21S sete 992.5 1,198.2 : 5. 104.86 105.39 t.... 106.89 
:. * ... 106.32 102.84 107.12 | 
Total nee fern? 300,918 298,790 eee 996.7 987.1 7 Pe t.... 105.17 103.16 107.26 
- $i. 103.80 105.19 103.22 +.... 
Bank Clearings for Individual Cities (000 omitted) lal 503.45" .--- BOSGR WOPe3 
' 162... 10967. Fe x. 04.23 107.01 
July July Change June Hi... %0g20 104.605". .. ‘lorSo 
1938 « 8637 PGE. 1938 Edna. WORSE 365.45. t~.... ‘Fores 
ORO hse sce aw $883,259 $1,006,668 — 12.3 $854,733 B32... Tic.. 1OS-QR BOF ea,  107.G0 
Philadelphia... 5... <5... 1,466,000 1,646,000 — 10.9 1,518,000 14 . t.... 105.30 105.32 107.76 
ale ms tw anaes 125,246 169,387 — 26.1 126,097 ' 35:..> FORGE 105.43 305-44 T-.- 
Pittsburgh et 449,388 647,302 — 30.6 458,889 ' $6. 102.99 *.... 105.48 107.18 
Cleveland occ ces 355,992 454,768 — 21.7 362,951 17 103.83 +.... 105.49 106.50 
Cincinnati. ....... +: a 226,716 279,671 — 18.9 226,355 18.... 103.98 105.10 *.... 107.06 
Baltimore ae tree" 266,252 316,918 — 16.0 278,320 19.. 104.21 105.60 +.... 106.80 
Richmond eee 146,329 171,892 — 14.9 148,046 20.. * 2... 105.25 105.50 106.35 
Atlanta Si AS Ne 204,700 223,500 — 84 205,600 21.. t.... 105.07 105.55 106.21 
New Orleans re 138,903 150,243 — 75 140,242 ’ 22.. 104.21 105.33 105.64 Tt.... 
Chicago SI os , 1,198,774 1,470,526 == Oe 1,277,976 oe 104.28 *.... 105.42 105.73 
MeO <5 52 fh eeoiies ava haces 338,291 519,681 + 34.9 350,227 24 104.04 +.... 105.80 105.20 
St. Louis . ee Ae 338,508 432,346 — 21.7 347,867 25 103.94 105.01 *.... 104.57 
MOUIMNG 2 a%c0 Suir 54 129,421 153,733 — 15.8 132,379 ' 26 103.98 105.08 ft... 104.28 
Minneapolis .. ........ 274,592 331,703 — 17.2 263,623 27 *.... 105.19 106.37 104.11 
Ramee (City)... podn aa sos 426,683 583,084 — 26.8 367,985 28 Fen: Eog-80 205-38 * 
Omaha Ee ace 124,721 145,068 — 14.0 116,081 29 104.52 104.98 104.95 + 
Dallas ee 197,695 225,697 yeaa 198,813 : 30 ies ~ The ee MRO ros 
Sanh Hraneisco. . .. 25's 598,201 664,157 — 99 568,728 3t T.... 102.48 
Portland, A ee Perea 122,253 144,473 — 15-4 120,807 ; + Sunday. * Markets closed. 
Seattle aoe 143,615 178,377 — 19.5 143,773 
, , ‘ - Hicu Low 
Total 21 Cities $8,155,539 $9,915,194 — 17.7 $8,207,492 i 1938.. 117.06 Jan. 10 102.43 June 2 
1 New York . $13,468,737 $16,100,253 — 16.3 $15,751,402 1937.. 158.26 Apr. 5 114.83 Dec. 30 
” Total 22 Cities $21,624,27 $26,015,447 — 16.9 $23,958,894 1936.. 142.65 Dec. 31 115.13 May 27 
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THROUGH THE STATISTICIAN’S EYES 


ODD AND INTERESTING ITEMS FROM THE MONTH'S RECORD 


Capital Movements 
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These figures show that, to some extent, the number of 
strikes increases when business is prosperous, and decreases 
when business is depressed. For example, business activity 
increased from 1927 to 1929, and so did the number of 
strikes; business receded sharply in the following year, and 
the index of strikes fell to the lowest point (except for 1928) 
in thirty-seven years. However, while business still declined 
in 1931 and 1932, and through 1937 was lower than the 1931 
average, the number of strikes increased steadily, and by 
1937 was the largest in the nation’s history. 
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Net MoveMENT OF CaPITAL TO THE UnitreD StaTes—Cumulated quar- 

terly, January 1935-December, 1937—Bank for International Settle- 

ments—The flow of capital to the United States, which began with 

the dollar-devaluation of 1934, received its first important check at the 
end of 1937. 


fa ANNUAL REPORT of the Bank for International Settle- 
ments points to the sharp reversal of trend which 
occurred in the movement of capital during the last quarter 
of 1937. Since the dollar-devaluation in 1934, capital had 
flowed steadily toward the United States. In 1935, the net 
influx amounted to $1,400,000,000; in 1936, to $1,200,000,000; 
and in the first nine months of 1937, to $1,300,000,000. 
Then suddenly the tide turned, and in one quarter the 
net outflow totalled $500,000,000. A reduction in banking 
funds was entirely responsible for this turn in the stream 
of capital, the Bank points out. American banks loaned 
$69,000,000 net to foreign countries during this period. In 
addition, foreign banking funds on deposit in the United 
States were cut $575,000,000. It is interesting to note that 
$127,000,000 of this amount was used to purchase securities 
here, thus causing another increase in foreign security 
holdings against a down-trend in the total capital account. 


Strikes and Business 


THE ACCOMPANYING CHART gives little support to the 
popular conception that a simple correlation exists between 
the number of labor disputes and the level of business. 
The U. S. Bureau of Labor Statistics, which has made a 
study of strike activity from the year 1881, finds only that 
the trend of strikes has a “general tendency to follow the 
business cycle” (Monthly Labor Review, May, 1938). 

On the chart the index of strikes compiled by the Bureau 
is shown with the Cleveland Trust Company’s index of 
business activity. To make the two comparable, the busi- 
ness activity index, which is usually published as a monthly 
deviation from normal, has been transferred to a 1927-1929 
base and charted as a yearly average, 
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Business ACTIVITY AND THE NUMBER OF STRIKES—(1927-1929 = 100)— 

1914-1937—T he Cleveland Trust Company and the U.S. Bureau of Labor 

Statistics—No strict correlation appears to exist between indexes measuring 
the number of labor disputes and the level of business activity. 


Apparently conditions other than the state of business 
may determine the amount of strike activity. The Bureau 
of Labor Statistics points out that political factors, the 
workers’ state of mind, and the type of labor leadership 
may be just as important as the purely economic factors of 
prices and business conditions. 


Education and the Depression 


ApParENTLY not even book larnin’ escaped the ravages 
of the Great Depression. Between 1930 and 1934 (years 
included in the Biennial Survey of Education), income of 
schools and colleges dropped precipitously. Attendance 
at elementary and secondary schools increased at about the 
usual rate, but total enrollment at institutions of higher 
education decreased g per cent. 

However, it was not from the decline in this source of 
income that colleges and universities suffered most. Re- 
ceipts from student fees did dwindle $6,000,000, or 4 per 
cent, in this period, but endowment dropped $13,000,000, or 
19 per cent, public grants $63,000,000, or 31 per cent, gifts 
$81,000,000, or 57 per cent. 

At the same time, public elementary and secondary 
schools found that they must manage with a 13 per cent 
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ToraL EXPENDITURES PER PupiIL IN ELEMENTARY AND SECONDARY SCHOOLS 

—1870-1934—U. S. Department of Interior, Office of Education—The 

business downswing of the early 1930's, which sharply reduced school 
incomes, necessitated a severe curtailment in education expenditures. 


smaller appropriation from State and local sources, 16 per 
cent less income from permanent school funds, and 42 per 
cent less from leases of school lands. 

Like every other business, education looked for means 
to economize. And plant and equipment were the most 
vulnerable. Elementary and secondary schools reduced 
their expenditures for buildings, libraries, apparatus, etc., 
80 per cent—from $370,900,000 in 1930 to $59,300,000 in 
1934. Meanwhile, total salaries of supervisors and teachers 
were cut only 15 per cent, and all other expenditures 14 
per cent. Colleges spent $73,000,000, or 74 per cent, less 
on “plant funds,” and $51,000,000, or 12 per cent, less on 
“education and general.” 


Mineral Technology 


Since DEcEMBER, 1935, the WPA has been engaged in 
an extensive survey of changes in industrial techniques 
and their effect on the volume of employment. A full 
report on the project is not yet available, but a number 
of studies on technological developments in important 
branches of our economy have been published, and will be 
discussed briefly in this and later issues. 

The bituminous industry offers a fair example of the 
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OvtTpuT PER MAN AND PER MACHINE IN THE Bituminous Coat INDUSTRY 
-1890-1935—Works Progress Administration—A steady gain in the daily 
output per man is associated with the increasing mechanization of the 
industry; the decrease after 1932 is attributed to the shortening of hours 
following the adoption of the NRA code. 


difficulties involved in attempting to evaluate the relation 
between technological change and employment. In 1890, 
one man produced about 2.6 tons of coal in a day; in 1931, 
with mechanical aids, he was able to produce just twice 
as much. If employment in the industry were dependent 
merely on the labor required per unit, it would have 
dropped as the productivity line rose, and by 1931 would 
have been only half the 1890 level. 

Actually, employment reached a peak in 1923, and it was 
only after this that a down-trend became evident. But for 
this technology was not chiefly to blame; decreasing de- 
mand, associated with fuel efficiency, oil and gas competi- 
tion, and the depression, far overshadowed the factor of 
technologic displacement, the report points out. 

While the immediate effect of mine mechanization is a 
reduction of jobs, its role in strengthening the industry’s 
position in competition with other fuels—and thus, in the 
long-run, aiding employment—must also be considered. 


Quick-Frozen Foods 


Tue First quick-freezing attempted on a commercial 
scale in this country was applied to the preservation of fish 
in the early 1920’s. Until 1930, fish was the only food so 
processed. Subsequently, vegetables, fruits, and meats 
were added to the quick frozen menus, and by 1938, Food 
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Output OF QuicK-FRozEN Foops—1936-1938—Food Industries—Figures 
are not to be taken as complete for the- industry, but do cover the total 
pack of the most important companies in the field. The 1938 figures 
represent “intended output” of companies reporting to Food Industries. 


Industries estimates, the total annual “quick-frozen pack” 
of all companies in the field will have risen to 480,000,000 
pounds. Fruits and vegetables (principally strawberries 
and peas) now compose approximately 65 per cent of the 
year’s pack, fish 25 per cent, poultry g per cent, and other 
meats I per cent. 

Since about three-fourths of our foods are perishable, the 
potential growth of this industry appears almost limitless. 
The principle of freezing to protect foods from deterio- 
ration has long been applied commercially, but it is only 
recently—through processes involving the rapid removal 
of heat from the food to be frozen—that industry has suc- 
ceeded in preserving taste and texture. 
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HERE AND THERE IN BUSINESS 


WHAT’S NEW AS OBSERVED BY THE AGENCY’S REPORTERS 





MiLtk-MontH—Limited-price variety stores, chain drug stores, dairy farmers’ asso- 
ciations, and not a few others joined forces early this Summer (during the normal 
seasonal surplus) to boost the sale of milk-by-the-glass. Such displays as the 
S. S. Kresge one above raised consumption in five-and-tens by almost 30 per cent. 


ahaa who cares to look in the 
Department of Commerce rec- 
ords and knows what a limited-price 
variety store is can discover that in the 
single month from June 10 to July 10, 
1937, the five-and-tens sold 35 per cent 
more milk than in the corresponding 
period of 1936. A substantial part of 
the gain was attributable to bally-hoo, 
or if you like, promotion efforts. 

The germ of the milk-month cam- 
paign is alleged first to have bitten the 
president of a prominent drug-store 
chain in the Winter of 1937 while he 
was on a convention cruise on the 
Caribbean. Like many another con- 
vention cruiser one languid night, he 
thought he’d have a glass of milk. 
“Boy, it’s hot!” he muttered to himself. 
“A cool glass of milk would certainly 
make a dandy nightcap.” 

At any rate, when milk-month came 
around it had behind it 2,300 milk- 
dispensing members of the Limited 
Price Variety Stores Association and 
3,300 members of the National Asso- 
ciation of Chain Drug Stores. The 
drug stores also marked a gain in milk 
sales of more than 30 per cent that 
month. Presumably consumers be- 
came healthier, farmers happier. 

The campaign couldn’t have done 
the stores any harm either, for June 10 
to July 10 this year saw the stunt re- 
peated. Also in the 1938 venture were 
37,000 grocery stores—National Asso- 
ciation of Food Chains members—and 
the 59 dairy farmers’ business associa- 


tions in the National Co-operative Milk 
Producers’ Federation. The milk wave 
rolled across the continent. School 
children wrote essays; Shirley Temple 
was pictured downing a quart; milk 
maids and cows on floats in city pa- 
rades demonstrated conclusively that 
milk does come from cows. 

When milk-month had blown over 
it developed that again there had been 
an important advance in sales. In va- 
riety stores they were 27 per cent above 
1937, despite a drop in total variety 
store sales of about 10 per cent. Farm- 
ers were pleased with the opportunity 
to dispose of their normal early Sum- 
mer surplus. 

Two others who entered into the pro- 
motional activity were the non-milk- 
selling Sears, Roebuck and Adam Hat 
Stores, who probably had some dark 
thoughts on cause and effect. 


Medium—Display advertising has 
been organized for sale in the New 
York market in a new way. The dis- 
play points are the 315 United Cigar 
and Whelan Drug stores in the metro- 
politan area. The medium is a moving 
multiple poster machine with a ca- 
pacity of thirty-three 17’’x33”” sheets. 
Mounted behind the counters, they are 
alleged to face 10,000,000 customers 
each month, plus the 2,000,000 hapless 


SELVERTISER—That’s what the United 
Cigar-Whelan Stores Corporation calls the 
new moving multiple posters now behind 
their 315 New York district counters. 
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devils who are out of stamps or matches 
or have forgotten an address or tele- 
phone number. 

Development of the new machine, 
called SELvertiser, was begun about 
three years ago by Stanton B. Fisher, 
advertising director of United Cigar- 
Whelan Stores Corporation. The space 
representative is the Lester P. Doidge 
Advertising Company. 

It’s the Doidge Company’s job to 
underscore those 12,000,000 passers-by. 
But of course the one who sits through 
the whole show of 33 slides is a rare 
bird, and how many posters a customer 
sees in one visit is a figure which the 
Doidge statisticians have not an- 
nounced. On the other side of the 
ledger, the new medium permits use 
of full color, is unquestionably at the 
point of sale, and successively gives 
each advertiser a monopoly of the stan- 
dee’s attention. 


Ludlite—Stainless steel at lower in- 
stallation cost, stainless steel for hum- 
bler uses than heretofore is what the 
Ludlum Steel Company, Watervliet, 
N. Y., sees in its new youngest, Ludlite. 

A composite material, its outer sur- 
face is a thin sheet of strong, light stain- 
less steel, its inner surface a flexible 
waterproof backing of non-metallic 
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Luptire—Stainless steel in thin flex- 
ible strips for inexpensive installation in 
stores, homes, and restaurants 1s the 
boast of the Ludlum Steel Corporation. 


material. The outer layer has the recog- 
nized virtues of stainless steel; the 
backing affords support and makes it 
possible to apply Ludlite to plaster, 
fiber-board, and concrete. 

The lower installation cost appears 
because Ludlite does not require pre- 
fabricating in 2 metal shop, but can be 
worked by a good craftsman right on 
the job—cut with heavy scissors and 
nailed, screwed, or fastened in place 
with a special adhesive. 


Triennial—Once every three years, 
somewhere in the world, top-crust busi- 
ness men meet under the zxgis of the 
International Committee of Scientific 
Management, take stock, compare re- 
cent achievements attained in this 
country and that, and ask each other 
questions about the réle of manage- 
ment for the next three years. When 
they meet the occasion is spoken of as 
an International Management Con- 
gress. Thus far there have been six: at 
Prague, Brussels, Rome, Paris, Amster- 
dam, and London. 

This year the seventh will be held in 
the United States, in Washington, 
D.C., on the five days from September 
Ig to 23. 

Readers of Dun’s Review would not 
feel very much at sea at the forthcom- 
ing congress, despite the unrelenting 
purposefulness of the subjects chosen 
for discussion, despite the galaxy of 
dignitaries who will be on hand. AlI- 
ready readers have met as authors in 
these pages several of the principals. 

Author William L. Batt (August, 
1938), president of SKF Industries, 
Inc., is serving as chairman of the co- 
ordinating committee; the Right Hon- 
orable Viscount Leverhulme (April, 
1938), Governor of Lever Brothers, 
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Credit Losses 
Strike Like Lightning 


Business casualties occur suddenly and unpredictably. They 
disturb you very little until a bolt like lightning strikes right into 
your very own business with disastrous consequences. 

Your credit manager, faced with losses, does not deserve cen- 
sure. His decisions must rest on customers’ past records, current 
ratings, credit reports. He can’t read the future. 


Prudent executives provide against unexpected credit losses 
by covering all sales with 


American Credit Insurance 

Ample protection is needed alike by millionaire firms who 
may think that they can “afford’’ to have losses, and smaller 
Manufacturers and Jobbers to whom a few defaulting customers 
spell tragedy. 

An “American” General Coverage Policy is your most cer- 
tain safeguard against loss of capital, frozen capital, profits 
shrunken by slow-paying accounts. Goods shipped in accord- 
ance with the terms of your policy will be paid for, regardless 
of insolvencies or ‘“77-B’’ reorganizations. Delinquencies will be 
liquidated. There is a form of policy for your exact require- 
ments. Ask any ‘‘American” representative. 


AMERICAN CREDIT INDEMNITY CO. 


of New York . ; ; J. F. McFadden, President 
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Chamber of Commerce Building - - St. Louis, Mo. 
Offices in all principal cities of United States and Canada 
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Ltd., is president of the International 
Committee of Scientific Management, 
the sponsoring group; Alvin E. Dodd 
(March, 1937), is president of the 
American Management Association, 
an American affiliate of the Interna- 
tional Committee; Lewis H. Brown 
(October, 1937), president of Johns- 
Manville Corporation, is to be one of 
the speakers; Arthur D. Whiteside 
(January, 1938), president of Dun & 
BrapstreetT, Inc., is a member of the 
American Congress Council; and 
editor Willard L. Thorp will present a 
paper to the Congress on “Pricing Poli- 
cies and Customer Classification.” 
Speakers and contributors to the 
number of 200 will develop the two 
official themes of the meeting—‘recent 
developments in management” and 
“economic and social aspects of man- 
agement.” Authorities on administra- 
tion, production, distribution, person- 
nel, agriculture, and the home, they 
will attempt to make the Congress’s 
abstractions concrete in terms of ex- 
perience in their own bailiwicks. 
Speakers and listeners together are ex- 


do this: 


to the address below. 
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Help Someone Succeed 
BY SENDING US HIS NAME 


Ir you know some worthy and ambitious man or woman 
who wants to find a way to win a fair reward in a life work, 


Suggest a career in life insurance field work and if you 
think this individual might be interested send us the name 


pected to number more than 2,000 
Americans and 300 to 500 from other 
countries. 

Especially of interest to foreign visi- 
tors will be the program of tours 
through 30 or more companies. This 
program may well prove to be a rigor- 
ous test of management in its own 
backyard, and management, like char- 
ity, will have to begin at home. A few 
of the widely scattered objectives are 
Eastman Kodak, Curtis Publishing 
Company, Dennison Manufacturing 
Company, Ford Motor Company, 
Procter & Gamble, U. S. Steel, and Mar- 
shall Field. How would you like to 
conduct Italian, English, French, Brit- 
ish, and Dutch guests—on time and in 
comfort—on an industrial sight-seeing 
tour which includes Rochester, Phila- 
delphia, Framingham, Detroit, Cincin- 
nati, Pittsburgh, and Chicago? 


Magnetic—Trying hard not to be 
caught talking down to its audience, 
the Western Electric Company an- 
nounces a new telephone “which func- 
tions both in the transmission and 





The Mutual Life Insurance Company of New York 
places a high value on sincere recommendations if based on 
personal knowledge of the character of those recommended. 

To selected individuals who possess energy, common 
sense, character, stability and genuine sympathy with 
others, The Mutual Life offers personal direction and 
training in life insurance field work, leading to permanent 
careers in the communities chosen. 

The Mutual Life’s new 32-page booklet “Can I Make a Living as a Life 


Insurance Representative?” is available to those who wish to consider 
the subject seriously; also name of nearest Mutual Life manager. 


Appress: Vice President and Manager of Agencies 


Insurance Companyof Mew York 


34Nascau Strec. New York 
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Macnetic PHone—Two of these and 
somebody else’s wire are all that are 
necessary for a conversation. Western 
Electric says no outside power is needed. 


reception of speech and signals with- 
out the use of batteries of other external 
source of power or excitation.” It is, in 
other words, a “sound-powered unit.” 

What this comes to is a portable mag- 
netic telephone. Sound waves gen- 
erated by voice cause a diaphragm to 
vibrate; the vibrations in turn move an 
armature back and forth in the field of 
a permanent magnet, thus setting up 
the electrical currents which at the 
other end of the wire are translated into 
sound again. The reverse process takes 
place when the instrument is receiving. 

Two modest-looking contraptions 
like the one above, plus somebody else’s 
telephone line, are all one needs for a 
complete telephone system. To begin 
the proceedings there is a handle which 
generates current that comes out at the 
other end as a loud howl, the Western 
Electric 10-A mating call. 

Weighing less than three pounds, the 
telephone is intended for portable use 
or semi-permanent installation in such 
places as railroad yards, coal mines, con- 
struction camps, ships, docks, and golf 
clubs. 


Botany—Published by and for the 
employees of the Botany Worsted 
Mills, Passaic, N. J., is a paper called 
the Botanist. Which is understandable 
when one glances at the subtitle: “A 
Reporter of Plant Life and Activity.” 


Ham—Not a few corporations in 
annual and interim reports have come 
to exhort stockholders to be self-inter- 
ested consumers. Only some of them 
are lucky enough to be able to follow 
up with samples; for example, meat- 
packing Wilson & Company, Chicago. 
Last month it mailed each fractional 
owner a mild fight talk and a three- 
ounce tin of Wilson deviled ham. 


DUN’S REVIEW 










SS FE CREM Me 


gasses 


fae 





REE 








4 2a 





Piles caine co lad 


AS 


ie 
bi 








eR papi me erm Tem 
BM Rtet cd ea Me ep acl: 











OVER THE EDITOR’S DESK 


CONTRIBUTORS ... COMING NEXT MONTH 


UTHOR of “Changes in Federal 

Taxation Under the Revenue Act 

of 1938,” (pages 24-30), J. O. Williford 

is general auditor for the Atlas Supply 

Company, machinery wholesalers in 
Muskogee, Okla. 

Mr. Williford received his account- 
ing at the Northwestern University 
School of Commerce, in Chicago. 
There he also studied at the Blackstone 





J. O. WILLIFORD 


College of Law. His sixteen years ot 
experience includes public accounting, 
with a considerable portion of that in 
industrial work. At one time he was 
assistant comptroller of the Reliance 
Manufacturing Company, Chicago. 


For ten years A. O. Stanley (“Ex- 
port Trade in 1937”—pages 19-23) has 
followed foreign commerce, for Na- 
tional Credit Office, then R. G. Dun 
& Company, and now Dun & Brap- 
STREET, Inc. He is sales manager of 
the Foreign Department. 


Next month Dun’s Review will pre- 
sent another report on the Dun & 
BrapstreetT Survey of Business Trends, 
1935-1937. Before we go any farther, 


DUN’S 


Susscription: $4 a year; $10 for three years; 
35 cents a copy. Outside U. S. $5 a year. 


Willard L. Thorp, Editor; Norman C. Firth, 
Managing Editor and Business Manager; Ray- 
mond Brennan, Edwin B. George, Walter 
Mitchell, Jr., A. M. Sullivan, Associate Editors; 
J. A. D’Andrea, Statistician; Clarence Switzer, 
Art Director; H. C. Daych, Advertising Manager. 
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this is what has appeared up to now: in 
the March issue, a preliminary report 
on sales, inventories, and receivables; 
in May, a report on sales and inven- 
tories (Section I of the completed Sur- 
vey) and a report on the use of com- 
mercial and consumer credit (Section 
II); in July, expenditures for improve- 
ments and enlargements (Section III) ; 
in August, business trends by size 
(Section IV). 

The report in the October num- 
ber is an extension of Section I. That 
part of the Survey which recorded the 
size and distribution of inventory 
stocks is rapidly being brought up to 
date, as of the half-way mark this year, 
June 30. 


Tuese days the Director of Economic 
Research of Dun & BrapstrEET, INc., 
and the Editor of this magazine is com- 
muting between Washington and New 
York. Inquiries and telephone calls 
seem to suggest that some attention 
should be directed to this flying around. 

On a part time basis for an un- 
known length of time, Dr. Thorp has 
undertaken for the U. S. Department 
of Commerce the direction of the work 
that is being done in that department 
for the Temporary National Economic 
Committee. This assignment as “Spe- 
cial Advisor on Economic Studies” is 
a logical one because of his background 
as an economist, his familiarity in the 
business world with the problems in- 
volved, and his close acquaintance with 
the resources of the Department where 
he was formerly Director of the Bureau 
of Foreign and Domestic Commerce. 
His responsibilities with Dun & Brap- 
STREET remain the same; his attention 
to Dun’s Review is as close as ever.... 
The rest of us are rather proud about 
the whole thing. 


REVIEW 


Dun’s REvIEW goes to each company using the 
services of DuN & BrapsTREET, INc. Service 
subscribers may obtain additional subscriptions to 
the magazine for executives, branches, and so on, 
at special rates. . . . Published monthly. Septem- 
ber, 1938, Vol. 46, No. 2125... . The contents of 
this magazine are indexed in the Industrial Arts 
Index. . . . Member C.C.A. . . . Copyright 1938, 
Dun & BrapDsTREET, INc. Printed in U. S. A. 


NEW YORK, N .-Y. 
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STURGIS 
POSTURE CHAIRS 


Easily and quickly adjusted 
A model for every need 


WRITE FOR CATALOG 
STURGIS POSTURE CHAIR CO. 


1S, MICHIGAN 


No. 895 











Attention! 
Sales 
Managers 


Thousands of important 
changes are reflected 


in the 
JULY 1958 
STATE POCKET EDITION 


Your salesman should 
carry one. 





Order from nearest office of 


DUN & BRADSTREET, Inc. 














DON’T SQUANDER 
YOUR HEALTH 


Every staircase exacts its definite toll in heart 
strain, physical exhaustion, and accident peril. 
The price you pay is not reckoned in terms of 
dollars, but in health. It’s much wiser, and 
pleasanter, too, to ride at home in a Sedgwick 
Electric Elevator or on a Stair-Jravelor. Recom- 
mended by physicians. Moderately priced. Sim- 
plified budget payments. 


RESIDENCE 
ELEVATORS 


* 
STAIR- 
TRAVELORS 


* 


WRITE FOR 
ILLUSTRATED 
BOOKLET 





Licensed under 
Inclinator Co. patent 


SEDGWICK MACHINE WORKS 
139 West 15th St. New York 
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Ow May 16, the President of the United 
States wrote that he was “concerned over the large number of statistical 
reports which Federal agencies are requiring from business and industry.” 
He asked the Central Statistical Board to investigate the situation, and 
prepare a report with recommendations. The Central Statistical Board 
is wisely including in its inquiry, where possible, not only Federal reports, 
but also those of State, county and local governments and private agencies. 


The difficulty is to find business enterprises which have kept a record 
of the inquiries which have been made of them—so many have no cen- 
tralized file, or else send questionnaires back (or into the waste-basket) 
without keeping copies. We feel this general inquiry may have real value 
to business and that full co-operation should be given. If any reader has 
kept records so that he can list accurately the inquiries which have 
been made of him—tax reports, employment reports, inventory estimates, 
the ages of his employees, etc., etc., etc—he may be able to benefit him- 
self and the rest of the business community by offering this information. 


If you are in a position to help, please notify your local Dun & Brap- 
STREET Office, or write to Dun’s Review, or contact directly the Central 
Statistical Board, Washington, D. C. 


} oh D I 4 O R 











